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NATIONAL POLICY AND ISSUES 


JINGJI YANJIU ON REFORM OF PLANNING SYSTEM 


HKO71021 Beijing JINGJI YANJUI [ECONOMIC AFFAIRS] in Chinese No 1, 20 Jan 84 
pp 3-8 


[Article by Sun Xiaoliang [1327 2400 5328] of Policy Research Office cf 
Ministry of Machine-Building Industry: "Several Questions on the Reform of 
the Planning System") 


[Text] Editor's Note: We are at present performing the task, advocated at 

the CPC 12th National Congress, of “consolidating and perfecting the initial 
reforms in the economic system and tightly grasping the formulation of a 
general program for reform and the steps of its enforcement." In reforms of 
the economic system, from the theoretical basis to planning of the program, 
including general planning and sectional planning, there are many problems 
requiring a more intensive study and discussion of the theories connected 
therewith. This is an urgent task n the economic theoretical front. It is 
anticipated that in the row year, comrades in the economic theoretical circles 
and in departments engaging in actual economic work will cooperate with each 
other more closely, take the guidance of Marxism, start from China's national 
condition, dare to reform, dare to create something new, and jointly search 
for a socialist economic system which has special Chinese characteristics. 
Following the policy of letting a hundred schools of thought contend, this 
magazine will offer space and pages for the promotion of discussions on this 
problem in order to extensively reflect varying theoretical views and sugges- 
tions for reforms. We extend our warm welcome to comrades engaged in economic 
theoretical work and actual economic work to enthusiastically contribute 
articles and to express their views in this connection. [End editor's note] 


I. At Present Wherein Lies the Problem? 


To correctly carry out the reform of the planning system, first of all it is 
necessary to correctly analyze the existing problems in planning work. 


In my opinion, the problems now existing in the planning system are mainly 
two: One is insufficient control of the major and large issues; and the 
other is insufficient leeway in the control of the minor and small issues. 


The insufficiently tight control of the major issues is mainly manifested in 
the lack of control over fixed asset investments and the lack of control of 








the growth of consumption funds. For example, up to now, concerning the 
ratio between accumulation and consumption and the proportionate relation- 
ship between agriculture, light industry and heavy industry, there is no 
scientific and relatively correct quantitative limitation or effecture 
measures to restrict each other. The result is the inability to stop such 
phenomena as duplicated construction, “blind production, and the indis- 
criminate issuing of avards and bonuses. This, in turn, adversely affects 
the displaying of the superiority of socialist planned economy and seriously 
disrupts the improvement of social economic results. 


The failure to provide some laxity in control in the case of the minor issues 
is seen primarily in government departments at various levels exerting too 
much and too tight a control over enterprises’ daily operating activities 
such as production, supply and marketing. The result is that the eater- 
prises lack vitality, the market mechanism cannot display its role, and 
production aid demand become disjointed. This not only makes it impossible 
to achieve the anticipated economic results but also results in such 
phenomena as “industry reporting good news, commerce making distressing 
reports, warehouses being overwhelmed by stockpiling of goods, and finance 
suffering from diminishing receipts," thus causing damage and loss to the 
state and the people. 


Viewed subjectively, the growth of the abovementioned conditions can be 
traced to the belief on the part of certain comrades that oniy in the 
state's exercising more control can there be a manifestation of planned 
economy being the major factor and can a proportionate development of the 
national economy be insured. But, seen from actual practice, too much 
control produces adverse results and prevents the enterprises from display- 
ing their enthusiasm. It should, however, be said that in the past, due to 
the discovery of this very problem, the measure of “control at various 
levels" was generated. Unfortunately, at that time, two basic problems had 
not been solved: One was the lack of a correct determination as to which 
kind of power should be centralized and which kind of power should be dis- 
persed; and the other was the failure to study intensively, concerning the 
power to be dispersed, to whom it should be dispersed. As a result, the 
economic policymaking power which should have been centralized in the central 
government was devolved to local government and the economic policymaking 
power that should have been devolved to the enterprises was not so devolved, 
and thus a situation emerged in which “large powers were dispersed and small 
powers were centralized." 


[HKO71023] II. Two Kinds of Policies and Rationalization of the Policymaking 
Mechanism 


At present, it can be seen clearly that we cannot say in a blanket manner 
whether centralization of power is better or dispersal of power is better. 
Nor can we say in general terms whether centralization of power or dispersal 
of power has gained the upper hand. The key lies in differentiating which 
kind of economic policymaking power should be centralized in the state and 
not dispersed, and which should be dispersed to the enterprises and not 
centralized, setting up, on that basis, a rational policymaking structure. 








An important lesson from the past is that when overcentralization was evident, 
we at once turned to dispersal of power without making any differentiation, 
and that when we felt that power had been overdispersed, we would retract 
without any differentiation. As a result, despite many changes, we have 
still failed to set up a rational policymaking mechanism. This was the 
cause of “centralizing bringing immediate strangulation and dispersing 
bringing immediate confusion." 


A rational policymaking mechanism should be as follows: Policymaking power 
on macroeconomic activities related to the whole national economy should be 
centralized in the state; policymaking power on microeconomic activities of 
production, supply and marketing should be dispers :d to the enterprises. 
Basically, big issues should be kept under control while policies on minor 
issues should be relaxed. Onl: this kind of policymaking mechanism can in- 
sure the full displaying of the superior character of planned economy. 


Planned economy is directed against the state of anarchy in socialized large- 
scale production. Its essence may be generalized as a socialist state, by 
means of arrangements planned in advance, consciously maintaining the pro- 
portionate development of its national economy. Experiences in actual prac- 
tice have shown that for the purpose of consciously maintaining the propor- 
tionate development of the national economy, control of production capacity 
is better than control of production targets for the products, but control 

of direction of the use of funds is better than control of production capac- 
ity. In my opinion, in so-called "exercising control over the big issues,” 
it is most important to control well the use of funds. If the plans for the 
use of funds are well formulated, well controlled and truly enforced, level- 
by-level, according to the plans, then the foundation for the proportionate 
development of the national economy may be said to have been laid, that is 

to say, planned economy has been firmly insisted upon. Under such a logical 
premise, even though policymaking is done by the enterprises themselves con- 
cerning their daily operating activities in production, supply and marketing, 
the proportionate development of the national economy is not violated. In 
contrast, if earnest efforts are not made to control direction of the use of 
funds, thinking that the proportionate development of the national economy 
can be insured through control of the production targets for products, then 
this wouid be tantamount to attending to trifles to the neglect of essentials 
and would just be futile. In 1978, the State Planning Commission and the 
State Economic Commission jointly issued a directive to control the output 
volume of machine tools but, »ecause there was no control over fixed asset 
investments, people had money to establish plants and, since building of 
plasits required the purchase of machine tools, the demand for this commodity 
steadily mounted. As a result, the actual volume of machine tools still 
exceeded the plan by two and one-half fold. At the same time, a very irregu- 
lar phenomenon occurs: The key machine-tool plants nad to keep idle a por- 
tion of their production capacity due to the planned target's having been 
depressed, while a large number of small machine-tool plants mushroomed. 
resulting in the production of machine tools in a rough and slipshod way. 
This was obviously running contrary to the demands of planned economy. 








In recent years, certain problems appeared in planned management, among which 
the outstanding ones were irrational and redundant construction and “blind” 
production. An intensive study of the causes leading to these problems re- 
vealed that it was not that the state had issued few mandatory plans or that 
the enterprises had too much autonomous power in production and marketing. 
The root of duplicated or redundant production was found in redundant con- 
struction and the basic cause of the latter was the dispersal of funds and 
failure to effectively control the direction of their use. [HKO71625] For 
example, in 1982, of the fixed asset investments in units under the system 

of ownership by the whole people, capital construction investments amounted 
to 55.5 billion yuan, an excess of 11 billion yuan over the 44.5 billion 

yuan under the readjusted plan. Of this amount, self-raised capital construc- 
tion investments exceeded the plan by 5.2 billion yuan and domestic loans 
exceeded the plan by 3.7 billion yuan. (Footnote 1) (RENMIN RIBAO, 30 April 
1983) The greater portion cf these investments were spent on duplicated or 
redundant construction. According to statistics, of the more than 3,800 
plants newly built and put into production in the first 10 months of 1982, 
the greater proportion consisted of duplicated construction and “items in hot 
demand" in “blind production." Among them and among the plants built by the 
provinces, municipalities and autonomous regions, there were 124 small 
wineries, 13 small rolled-tobacco plants, 2 small oil refineries, and 354 
machine-building plants, all of which, according to the State Plan, should 
not have been developed. Hence, to solve the problems of duplicated produc- 
tion and "blind" production, it is still necessary for the state to “keep the 
big issues uwuder control,” and not to denounce laxity in the control of the 
minor issues. 


III. Two Types of Balance and Two Forms of Regulation 


In our economic life, there are really two types of balance: macroeconomic 
balance and microeconomic balance. 


Macroeconomic balance refers to balance related to the whole national economy. 
For example, a balance in the gross output volume of the two large categories 
of products, balance between consumption funds and output of consumer goods, 
balance between production funds and production of the means of production, 
proportionate relationships between the various departments, and so on. All 
of these must come under the regulation of the state plans. As for the micro- 
economic balance, it refers to the problem of balance in supply and demand of 
products of different varieties and specifications arising from changes in the 
consumption structure. This relies on the market mechunism for regulation. 


Problems of macrobalance must be regulated by state plans; regulation by market 
mechanism cannot achieve the desired purpose. However, under certain condi- 
tions, the case may be a little different. According to a report, several 
years ago the head of a textile plant in a certain city found that the dacron 
with hidden stripes produced by his plant had suffered from stagnant sales in 
the market while p)ain dacron had enjoyed a flourishing market, with supply 
lagging behind demand. He wished to readjust the variety of his plant's prod- 
ucts, but his plant did not have such authority and he had to submit his 
report to the higher leve)s. Result: The report was submitted level-by-level 








and the reply came back level-by-level; this process took over 3 months and 
during the interval the plant produced nearly 10,000 meters of goods, the 
sales of which were stagnant, fit only for stockpiling in the warehouse. In 
reality, problems of this kind belong to the category of microbalance and if 
regulated by market mechanism would enjoy greater flexibility and more, and 
better, results compared with regulation by state plans. Resorting to the use 
of two different forms of regulation to scparately solve two sets of problems 
of balance is a manifestation of the principle of taking planned economy as 
the major factor and regulation by market mechanism as the supplementary fac- 
tor and can better insure the proportionate development of the national econ- 
omy. This is precisely what Article 15 of our Constitution has pointed out: 
"The state enforces planned economy on the basis of the system of public 
ownership under socialism. By means of the overall balance of planned economy 
and the supplementary role of regulation by market mechanism, the state insures 
the proportionate and coordinated development of the national economy. 


IV. Two-Level Planning and the Principle of Its Division of Work 


The power of macroeconomic policy making should be centralized in the state 
and macroeconomic balance must be insured through planned regulation. This 
thus determines that the macroeconomic plans must be formulated by the state. 


The power of microeconcnzic decisionmaking must be given to the enterprises 
and microbalance requires regulation by market mechanism. This thus deter- 
mines tha* microeconomic planning must be formulated by the enterprises. 


Macroeconomic activities and microeconomic activities have their own different 
contents and different laws of operation. For this reason, they should 
naturally be subjected to different methods of control. Enforcement of the 
system of two-level planning precisely manifests these different demands. 
Division of work under two-level planning is not management of affairs of 

the same nature at various levels but represents separate management of 
affairs of different natures. For example, matters such as how much of the 
national income should be used on consumption and how much on accumulation, 
how the funds for use in accumulation should be apportioned among the differ- 
ent departments, and so on, all belong to the realm of macroeconomic manage- 
ment and are contents of the state plans. This concerns the overall situation 
and must be administered well. In fact, herein lies the key as to whether or 
not we can maintain control of planning. [HKO71027] As for questions such 
as the various specifications and type numbers of products, the kind of prod- 
ucts to be produced, volume of output, to whom the products should be sold, 
and so on, these belong to the realm of microeconomic management, They 
should come under the control of the enterprise's planning. The state plans 
can leave them alone and even if, perforce, it attempts to administer then, 
no actual results can be achieved. Of course, this does not exempt the pos- 
sibility of the state from time to time issuing certain necessary mandatory 
plans concerning certain products and exercising administrative intervention 
over them. 


Conceived in this way, the economic planning of the state is essentially 
planning which has as its nucleus the distribution or apportionment plan for 








the national income. it comprises: of the gross volume of the national] 
income the amount to be used on consumption and the amourt to be used on 
accumulation. The sinking fund for use on consumption has two pertions, 

one for direct apportionment and the other for indirect apportionmenc. 

The portion for direct apportionment includes the gross volume, and th 

extent of grow =n, of the saiaries and wages of units of state-run enter- 
prises and the welfare funds, and the extent of their growth, of units of 
state-run enterprises. The portion for indirect apportionment includes the 
consumption funds of enterprises under the system of collective ownership 

and the consumption funds of peasants and individual operation households. 
The gross volume and the growth rate under the form of direct apportionment 
may be determined by the plan; as for the indirect apportionment, it may 

be kept under control by economic levers such as prices and taxation. Funds 
for accumulation also have these two portions of direct apportionment and 
indirect apportionment. The portion of direct apportionment includes the 
state's appropriations for fixed asset investments and credits and loans 
extended to the various departments of the state-run economy; the portion of 
indirect apportionment includes the self-owne! funds of local government 

at various levels and of state-run enterprises as well as the self-owned 
funds, used on fixed asset itwestments, of the collective and individual 
economies. The investments in fixed assets of these two portions should be 
embodied in the state's fixed assets investment plan. The difference is that 
in the case of the direct apportionment portion the direction of use is con- 
trolled by means of the state plans’ fixing the construction and technical 
transformation items and, as for the production of the various kinds of 
materials needed, the production departments will fully contract for their 
production through issuing mandatory plans to enterprises concerned to 
organize the production work. In the case of the indirect apportionment 
portion, regulation of the direction of use of the funds is done by means 

of measures such as taxation and pricing, while the units concerned will make 
their own purchases of the required materials. Naturally, what has been said 
here is a general line of thought and a rough outline sketch. To furmulate a 
concrete project, we h»ve yet to study and finalize many small details. 


The state's economic development plans plus the various kinds of social devel- 
opment plans will form an integrated social and economic development plan, 


In essence, an enterprise's plan is one the nucleus of whose content centers 
on the production of products. The kinds of products and the volume of 
production an enterprise decides on are basically guided by demands from 

two sides: One is the mandatory plans from upper-level organs and the other 
is market demand. Around the production plans for products, other plans must 
still be formulated, these being those on supply and demand, finance and 
development and promotion of new products, technical transformation, etc. 
Therefore, as its nucleus, the production of products not only is a plan for 
output volume but also comprises a series of plans aiming at the production 
of marketable and competitive products. 


Local government at various levels should be concerned only with the formula- 
tion of development plans for social public engineering projects and various 
kinds of public welfare schemes. They should no longer undertake economic 











development planning. There are two reasons for this: First, in macroeconomy, 
the various kinds of ratios and balances must be those of a societywide scope 
and pianning should be done by the state. As for the various provinces, 
municipalities, districts, cities and towns, and future economic zones with 
citie: as centers, they should display their superiorities and reveal their 
own special features. They should not seek the "proportionate and coordinated 
development" of the various departments in the locality; nor should they, 
within the scope of their localities, fix the ratio and balance of accumula~ 
tion and consumption. Second, microeconomic activities such as production, 
supply and marketing should not come under the restriction of administrative 
areas. Commodity exchange should be developed between enterprises, horizontal 
relationships should be engendered, and there is no need for local government 
to formulate plans. Experiences of over 30 years have amply shown that <cirect 
planning and handling of production, supply ana marketing activities of enter- 
prises on the part of government departments at various levels have been pre- 
cisely the source of locality demarcation and must be reformed. The responsi- 
bilities in planning work on the part of local government at various levels 
are: First, making recommendations to the state on the economic development 
of the localities; second, doing supervision and enforcement work after 
determination of the state plans; and, third, performing well the task of 
formulating development plans for social public engineering works and various 
kinds of public welfare projects. 


[HKO71029] VV. Perfecting the System of Regulation 


The system of regulation is a tie that bonds together state plans aiid the 
plans of enterprises. To insure that the demands of state planning are 
carried out among the enterprises, healthy and perfect regulation tactics 
are needed. Our experiences in actual practice have repeatedly shown that 
to resort to mandatory plans alone as a regulation measure is not sufficient. 
Rather, we should resort to a number of regulation tactics and form a regu- 
lation system. This should comprise direct regulation tactics and indirect 
regulation tactics. The former include: 1) mandatory plans; 2) administra- 
tive intervention: restrictions on output, production stoppage and enforcing 
supply or goods by compulsion. The latter include: 1) economic levers: 
prices, taxation, credit and loans, compensation, and so on; 2) economic 
statutes: production permits, compulsory elimination of inferior products, 
and so on; 3) economic intelligence: forecasts of consumption composition, 
forecasts of technical development and reports on condition of production 
and demand; ard 4) organized coordination of a routine nature. 


The departure of an enterprise's activities from the demands of state planning 
generally arises from the following two conditions: the first is the conflict 
of the partial interests of the enterprises with the overall interests of the 
state. This must be resolved through regulating the interest relations by 
means of economic levers. In individual cases, resort may be made to legisla- 
tive or administrative intervention to compel partial interests to obey over- 
all interests; the second is that the enterprises lack a comprehensive under- 
standing of the overall situation and thus unconsciously depart from the 
demande of state planning. In such cases, it is necessary to seek guidance 
from economic intelligence and reports and to organize cooperation and coor- 
dination. 











Viewed from the actual condition at the moment, pe.fecting the system of regu- 
lation requires solution of the following problems: 


1. Management mechanisms such as price and taxation must be reformed. The 
central point is to restore their function of regulating economic activities. 
Originally, during the first 5-year plan period, they did possess this func- 
tion but, following the basic completion of socialist transformation, it was 
gradually lost. Hence, we used the word "restore." 


2. The various kinds of regulation tactics must be made into a constituent 
part of state planning. The state economic plans not only must specify 
development targets and construction and transformation projects but also 
must formulate the necessary regulation policy and regulation tactics. 


3. The planning department must carry out a unified planning and study of 
the various kinds of regulation tactics, using them comprehensively, so that 
they can serve the realization of the planned targets. We should avoid 
leaving them in the care of the d2partments in charge or letting the depart- 
ments put them into operation separately, thus bringing about a situation in 
which a policy "fights" against the plan and one policy even "fights" against 
another policy. 


VI. The General Format of the Planned Management System After Reform 


At this point, we can give a general description of the general format of the 
planned management system after reform. 


1. The State Economic Development Plan is a macroeconomic plan which has as 
its central content the distribution or apportionment of the national income. 
Its principal tasks are: according to the proportionate demands of accumula- 
tion and consumption, determining the amount from the national income to be 
disbursed on consumption and the amount on accumulation; based on the changes 
in consumption composition, determining the ratio for each industrial depart- 
ment; in accordance with the demands of these ratios, determining the develop- 
ment speeds of the various industrial departments; in accordance with the 
demands of the development speeds, determining the distribution and apportion- 
ment of the accumulation funds among the various departments; and in accordance 
with the distribution of the funds, determining the important construction and 
technical transformation projects. As for the various kinds of materials 
required by state's important construction and technical transformation pro- 
jects, the various industrial departments will make a general contract for 
them, following which mandatory plans will be issued to the enterprises for 
their production. [Hk *931] In addition to specifying the above-mentioned 
development objectives and targets, the State Plan must also formulate the 
regulation measures to insure their realization and make them a constituent 
part of the plan. Indeed, if the various targets are built on a firm scien- 
tific foundation, assisted by a healthy and perfect regulation mechanism in- 
suring their realization, then the proportionate development of the national 
economy can be assured. This is tantamount to affirming planned economy as 
the leading factor. 








2. An enterprise's plan is a microeconomic plan which has the production of 
products as the nucleus. Im accordance with the demands from two sources, 
namely, mandatory planning from upper levels and market demand, an enterprise 
concretely shapes its arrangements for the kinds of products to be produced 
and the output volume of each. In the case of the former, that is, mandatory 
planning from upper levels, departments designated by mandatory planning wiil 
be responsible for supplying of raw materials and accessory products required 
for the fulfillment of mandatory plans. Distribution of the products will be 
according to plans. This forms one kind of production-circulation structure. 
In the case of the latter, that is, market demand, the enterprises make their 
own arrangements for the preduction of products according to market demand 
and make their own purchases of the required raw materials and accessory prod- 
ucts. They handle their own marketing of the products. This forms another 
kind of production-circulation structure. 


3. The regulation system serves as a tie bonding together the State Plan and 
the enterprise's plan. Its principal special features are the concurrent use 
of various kinds of regulation tactics. Its main task is to insure enforce- 
ment of the State Plan in the enterprises. It should become a constituent 
portion of the State Plan and be put under the unified operation of the plan- 
ning department. 


4, Local government at various levels should formulate development plans for 
public works and public welfare projects. It should provide suggestions to 
the state for formulation of economic development plans and supervise the 
enforcement of plans following their determination, and should not formulate 
any independent economic development plans of its own. 


VII. Improvement of the Scientific Character of Plans 


The foregoing thoughts may be mentioned as being meant to insure the realiza- 
tion of a planned management mechanism with the state's macroeconomic plan as 
the center. This is firm insistence on the objective needs of planned econo- 
my. However, the mere existence of a plan does not necessarily mean that it 
follows prescribed ratios. Only in the existence of a scientific economic 
plan can we insure the proportionate development of the national economy. If 
the State Plan lacks a scientific basis, the result of the realization of such 
a plan will be the "planned" formation of a proportional imbalance. This 
lesson has been met with in our history. It should be avoided. 


To improve the scientific character of a plan, mere reliance on good wishes is 
not sufficient. There must be a relevant system or mechanism for its insur- 
ance. This is also a problem which must be studied in the reform of the 
planned management system. 


1. We must establish a responsibility system for macroeconomic policy making. 


In our economic activities, if an important policy is found to be repeatedly 
erroneous and if "blind direction" has repeatedly appeared, we should not 

look for the cause merely in the thought and workstyle of any one individual, 
but must locate the cause in the economic management mechanism. An erroneous 








policy and a faulty plan can bring to the state and the people losses amount- 
ing to hundreds of millions of yuan. Jf in such a case, the person making 
the policy decision does not bear any responsibility, it will be difficult 

to avoid "blind direction." Therefore, it is necessary to set up a responsi- 
bility system for macroeconomic policy making, including economic planning. 
The basic demand is the direct linking together of the results of the en- 
forcement of economic policies with the honor or disgrace, promotion or demo- 
tion, and economic interests of the personnel responsible for the policy- 
making. 


Naturally, enforcement of this economic responsibility system by the enter- 
prises will be a rather complex matter, but, without the establishment of 
such a system, the scientific character of macropolicies, including macro- 
econcmic planning, will be devoid of a reliable and firm foundation. 


[HKO71033] 2. We must prescribe a scientific policy making procedure. 


The major reason for many of our “blind directions" is that policy making in 
no way concerns the individual's interests, as a result of which people do 
as they wish and very readily come to a decision. At the same time, it is 
also that a set of scientific policy making procedures to prevent such occur- 
rences, or make a timely rectification of any errors in policy making, is 
lacking. It has frequently happened that on important policies and big 
construction project's decisions were reached forthwith following a small 
number of people's doing a little "propagating" or "talking." A scientific 
decisionmaking procedure not only can help to organize their thinking 
tightly but also can prevent erronecus policies from causing dangers in the 
course of implementation. 


As for a concrete conception of such a procedure, we may refer to Comrade Xia 
Yulong’s [1115 4416 7893] article "A Discussion on Scientific Policy Making," 
carried in ZHONGGUO SHE HUI KE [CHINA'S SOCIAL SCIENCES] No 3, 1982. Follow- 
ing the formulation of the policy making procedure, it should be enacted as 
law so that it is followed by everybody. 


3. We must reform the functional composition, organizational composition, 
and know.edge composition of the government's economic management departmerts. 


Reform of the functional composition aims at changing the function of govern- 
ment economic management departments from being principally the organization 
of the production, supply, and marketing activities of the enterprises to 
principally formulating macroeconomic plans and the various kinds of regula- 
tion policies. During a specified period, control over the production, supply, 
and marketing activities should not be entirely excluded, but it should be of 
secondary importance. 


Following the reform of the functional composition, the organizational compo- 
sition must also be reformed. Here, the major points are simplifying the 
organizational structures and the structures with power over the production, 
supply and marketing activities and strengthening the advisory structures 
needed for scientific policy making so as to provide the policy making 
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personnel with sufficient intelligence and reference materials ard various 
kinds of scientific policy propositions to choose from. 


Following reform of functional composition and of organizational composition, 
relevant reforms must also be made of the knowledge composition of the work- 
ing personnel in the economic management departments. At present, a general 
tendency among leadership organs at various levels is that the control 
exercized over microeconomic activities is rather concrete or precise, 

while that over macroeconomic activities is rather general or concerned with 
principle only. The reasons for this are: first of all, there is some 
question concerning the function assigned to them. This will have to be 
resolved by reform of the functional composition. At the same time, this is 
also greatly related to the knowledge composition of the personnel. They 
happen to be well versed in knowledge concerning the management and control 
of microeconomy and are not so proficient in knowledge concerning macroeco- 
nomic management. For this reason, it is necessary to reform the knowledge 
composition by means of a systematic retraining program. Only in this way 
can the reforms of functional composition and of organizational composition 
eventually "fall on the individual," thus insuring the scientific character 
of macroeconomic planning. 


Finally, let us repeat: the system of planned management should not stand 
alone. It must be embodied in the entire reform of the national economic 
system to formulate a whole reform program, otherwise the entire economic 
management system, as a large-size mechanism, will be poorly "mated" and may 
even lose its balance. 


CSO: 4006/336 
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NATIONAL POLICY AND ISSUES 


RELATION BETWEEN NATIONAL INCOME, OUTPUT VALUE DISCUSSED 


HKO61517 Beijing JINGJI YANJIU [ECONOMIC AFFAIRS] in Chinese No 1, 20 Jan 84 
pp 32-36 


[Article by Zheng Jiaheng [6774 1367 0077] and Du Tiezhang [2629 6993 4545] 
of the Integration Bureau of the State Planning Commission, and Li Tiejun 
[2621 6993 6511] of the Policies Research Office of the State Planning Con- 
mission: "From a Long-term Point of View It Is Difficult for Our Country 
To Achieve Simultaneous Increase in National Income and the Total Value of 
Industrial and Agricultural Output"--dated October 1983] 


[Text] Some comrades hold that in order to achieve the aim of raising our 
economic results, a basic requirement is that we should achieve simultaneous 
increase in our national income and the total value of our industrial and 
agricultural output. Simultaneous increase "is an important link in urging 
the switch of our macroeconomic policy decision into a practice centered on 
raising economic results" and is "a correct way by which we will be able to 
raise our macroeconomic results." (Footnote 1) (JINGJI YANJIU, No 10, 1983: 
"Tentative Discussions on Simultaneous Increase in National Income, GNP and 
Gross Industrial and Agricultural Output Value" by Zhang Shuguang) Therefore, 
we think it is necessary to probe deeper into this problem. 


I. Relations Between Simultaneous Increase and Raising Economic Results 


National income is the net output value arrived at by deducting material con- 
sumption from gross social output value and is the sum of all the newly- 
created value in our agriculture, industry, construction industry, communica- 
tions and transportation, commerce and other material production sectors. 
Total value of incustrial and agricultural output is the sum of the parts of 
gross social output value created by the two sectors of industry and agricul- 
ture, including their net output value and material consumption. As the way 
of calculation and the data to be included in the calculation of national in- 
come and the total value of industrial and agricultural output are different, 
and as the factors that affect the rate of the increase in these two indexes 
are not entirely the same, concerning the application of the simultaneous in- 
crease in these two indexes as an integrated index, we have to probe into 
quite a few problems and check this application in our practice. 
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A theoretical analysis teils us that the factors that urge the raising of 
economic results are not identical with those that urge the achievement of 
the simultaneous increase in these two indexes. 


1. From the viewpoint of the impact of economic structure, the rationaliza- 
tion of our economic structure is an important factor in raising our macro- 
economic results, but the results brought about by it differ from those that 
will probably be brought about by the impact of the simultaneous increase in 
the twc indexes. Generally speaking, a simultaneous increase can be 

achieved when the growth rate of the sectors contributing a great percentage 
in our net output value (for example agriculture) is great. If the task in 
the rationalization of our economic structure is to speed up the development 
of these sectors, it is possible.to achieve both simultaneous increase of the 
two indexes and the raising of economic results. For example, in 1963, our 
country's gross agricultural output value increased by 11.6 percent over 1962, 
a rate of increase that was greater than the 8.5 percent of growth rate in our 
gross industrial output value and we basically achieved a simultaneous increase 
in our natioiual income and total value of industrial and agricultural output 
(national income increased by 10.7 percent while the total value of industrial 
and agricultural output increased by 9.5 percent). However, in the process of 
industrialization, the basic trend of the rationalization of our economic 
structure is that the growth rate of industry will exceed that of agriculture, 
the percentage of industrial output value in the total value of our industrial 
and agricultural output should be raised and the ratio of net output value to 
gross output value will be smaller in our industry than in our agriculture. 
Therefore, judging by the trend of development, if there is no impact of other 
factors, it is impossible for our national income to grow simultaneously with 
the total value of our industrial and agricultural output. 


[HK061519] 2. We will probe this problem from the point of view of the im- 
pact of the progress in science and technology. The progress in science and 
technology becomes an increasingly important major factor in raising our eco- 
nomic results. However, its impact on material consumption and "simultaneous 
increase in the two indexes" is relatively complicated. On the other hand, 

it will bring about the modernization of our technological equipment and 

raise cur labor productivity and the organic composition of our production 
funds. This is detrimental to the "simultaneous increase." Marx pointed 

out: "Labor productivity continuously develops along with the continuous 
progress of science and technology,” and "the amount of means of production 
used by workers in their labor increases along with the increase in their 
labor productivity.... As long as the amount of increase in means of produc- 
tion is relatively greater than the amount of means of production merged with 
labor, this shows an increase in labor productivity." At the same time, "this 
change in the technical composition of capital, that is, the relative increase 
in the amount of means of production over the amount of labor spent in develop- 
ing means of production is in turn reflected in the composition of the value 
of capital, that is, the constant component of the value of capital increases 
through the decrease in the variable component of the capital." (Footnote 2) 
(Marx: "Das Kapital," People's Publishing House, 1975 edition, Vol l, 

pp 664, 682, 683) The progress in science and technology will play a role in 
consetving means of production, but from a long-term point of view, it will 
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give rise to daily increases in the organic composition of social production 
and thus give rise to a trend of increase in the proportion of material con- 
sumption in GNP. (This kind of trend also exists in economically developed 
countries at present, only the speed of increase is slowed down.) Therefore, 
judging by the impact of this factor, the increase in our national income 
will be smaller than that in the total value of our industrial and agricul- 
tural output. 


3. We will discuss this problem from the point of view of the change in the 
internal structure of our industry. The general trend in the development of 
industry is that the processing industries develop quicker than the indus- 
tries related to energy and raw materials. Among the processing industries, 
the machine building industry must have priority in its development because 
it should suppiy advanced technology and equipment for other sectors of the 
national economy. The processing industries render intensive processing to 
agricultural and sideline products and mining products and thus both in- 
creases the value of products and provides a way to raise the economic re- 
sults of our industry. In the economically developed countries in the world, 
the coal chemical industry, petrochemical industry, electronic industry and 
other new industries all develop more quickly than ordinary industries. Our 
country should also speed up the development of its light industry and new 
sectors of industries. The proportion of material consumption in processing 
industries is generally greater than that of the industries related to raw 
materials and energy. Therefore, judging by our analysis of this factor, 
this is also detrimental to the achievement of “simultaneous increase." 


4. Finally, we will approach this problem from the point of view of the pro- 
fessional cooperation in our social production. Professional division of 
labor and cooperation is an important measure for raising economic results. 
Gross industrial output value is calculated on the basis of the output value 
of various factories. In the course of the development of professional co- 
operation, the organization and structure of our enterprises will be 
rearranged in accordance with the professional division of labor. This will 
possibly increase the number of duplicated calculations in arriving at, and 
thus overstating our gross industrial output value and will increase the dis- 
parity between the increase in our national income and that in the total 
value of our industrial and agricultural output. 


{[HK061521] Judging by the reality inour country's economic development, 
simultaneous increase is not necessarily simultaneously achieved with the 
raising of economic results. For example, if we compare the first 5-year 
plan period with the third 5-year plan period, we see that judging by the 
similarity of the rate of increase of national income to that in the total 
value of our industrial and agricultural output, the third 5-year plan 
period was better than the first 5-year plan period in achieving the aim 
of “simultaneous increase." However, from the point of view of other 
indexes of economic results, the first 5-year plan period was better than 
the third 5-year plan period. (For details please refer to the following 
table.) 
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First 5-Year Second 5-Yeer 








Plan Plan 

Ratio of increase in output value* to 

that of national income 1:0.82 1:0.88 
Annual increase in national income (percent) 8.9 8.4 
Average annual increase in social labor 

productivity (percent) 6.5 4.3 
Increase in national income per 100 yuén 

of accumulation (yuan) 35 26 
Before-tax return to capital employed in 

state-run enterprises (yuan) 29.4 18.9 
Average annual increase of net output 

value per rural laborer (percent) 1.9 -0.5 
National income per ton of energy (yuan) 1,167 707 





*Output value denotes grass industrial and agricultural output valve. 


From the above-mentioned analysis we can see that "simultaneous increase" is 
not an index that can correctly reflect the state of affairs in raising eco- 
nomic results. Of course, we should also admit that it is related to eco- 
nomic results and can reflect the rough trend of economic results under cer- 
tain conditions. However, we must be careful that we never treat these two 
indexes as identical nor regard the achievement of the "simultaneous in- 
crease" as a fundamental requirement for the raising of social economic 
results. 


II. An Analysis of the "Simultaneous Increase" in Foreign Countries 


Our investigation shows that no countries in the world have ever used the 
concept of "simultaneous increase" in national income and the total value of 
industrial and agricultural output or GNP. Nor have the United Nations or 
other international economic organizations used the "simultaneous increase" 

as an index to reflect the state of affairs in raising social economic 
results. Some comrades have calculated, on the basis of the data they have 
collected, the figures of “simultaneous increase" in the United States, 

Soviet Union and other countries and used these figures for reference. We are 
of the opinion that in comparing the "simultaneous increase" between our coun- 
tries and foreign countries, we must pay attention to the following: 1) We 
should pay attention to the incomparability between various countries that 
has been caused by the difference in their social economic system, natural 
resources and conditions, degree of development of productive force, social 
economic structure, and ways of economic development. 2) We should make a 
concrete analysis of the causes that gave rise to the "simultaneous increase,' 
of the relationships between “simultaneous increase" and the increase in 
economic results and find what we can refer to and what we should not copy 
from these countries. And 3) we should be clear about the method and classes 


15 








of data used in calculating economic indexes abroad and the economic meaning 
of these indexes and pay attention to the comparability of these indexes. 


Now, we are going to merely make some analysis of the “simultaneous 
increase" in the United States and the Soviet Union. 


First, we will discuss the state of affairs in the United States. Some com 
rades hold that, from 1881-1978, the national income and GNP of the United 
States grew in the main simultaneously. Our ideas differ from theirs. 


[HKO61523] 1. The GNP of the United States is calculated according to the 
final products of the community and the final value created by the labor of 
the community and is the sum of increased value created by various sectors 
which only includes the depreciation of fixed assets but does not include 

the consumption of materials such as raw materials, fuels and motive power. 
Therefore, the connotation of our country's simultaneous increase in national 
income and the total value of industrial and agricultural output differs 

from that of the United States and reflects different economic essence. As a 
result, it is impossible to directly compare them. Our country's simultane- 
ous increase in national income and the total value of industrial and agricul- 
tural output which is conducted under the condition of an unchanged economic 
structure, reflects principally the relationship between the material con- 
sumption and net output value while the simultaneous increase in the national 
income and GNP of the United States reflects principally the relationship 
between depreciation and indirect tax, and national income, and does not re- 
flect the altered condition of the total material consumption of social 
production. 


2. Even though the United States achieves simultaneous increase in its 
national income and GNP, this does not mean that the macroscopic economic 
results are good. 


First, like other capitalist countries, the United States has for a long 

time sunk into cyclical economic crises and been under the attack of both 
economic stagnation and inflation, and its economic growth has been in a 

prolonged stagnation and fluctuation. 


Second, one of the important reasons why the United States can achieve 
simultaneous increase in national income and GNP, is that the proportion of 
nonproduction sectors is quite great and the growth rate of these sectors 

is quite rapid. The proportion of income from U.S. nonproduction sectors in 
its GNP, rose from 34 percent in 1960 to 39 percent in 1979 and is bigger 
than the proportion of the sum of the industrial and agricultural sectors. 
The development of some of the nonproduction sectors in the United States is 
rational and is an inevitable outcome of the social development. For example, 
the cultural and educational undertakings, science, tourism, services for 
engineering and technology and for people's livelihood. However, there are 
also some irrational sectors such as the rapid growth of army, police, body- 
guard service, gambling and religion. At present, the proportion of U.S. 
military personnel in the total number of employed people rises day by day. 
According to the etimation of Xi-mo-mei-e-man [6007 2303 2734 1422 2581] in 
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his article “Switch Military Economy Into a Peaceful Economy" which was pub- 
lished in 1970, "20 percent of the civil labor force of the United States 
rely economically on the ministry of national defense for their living." 
Generally, the number of regular servicemen is more than 2 million, which 
accounts for 2 percent of the entire labor force of the country. The number 
of staff in federal government organizations is increasing day byday. It 
accounted for 1/25 of the entire employed labor force at the beginning of 
this century and at present it accounts for 1/6 of the entire employed labor 
force. In 1970, th» income from the religious sector amounted to $8.8 billion, 
140 percent more than that in 1957, the annual average rate of increase being 
7 percent. (Footnote 3) (Cao Meiyi: "The Employment Structure in the United 
States,” World Economics Institute of the Chinese Academy of Social Sciences," 
"Research Report of World Economy,” No 51, 1979) According to Western statis- 
tical concept, the income of all these trades should be included in the 
national income. The quicker the development of these sectors, the quicker 
the increase of national income and the nearer or more simultaneous the in- 
crease in GNP. This situation not only cannot show that the macroscopic eco- 
nomic results are good, but it also precisely exposes the decadent nature 

of the capitalist system. 


Next, I will talk about the Soviet Union. The way of calculating national 
income and total value of industrial and agricultural output in the Soviet 
Union is basically the sameas that of our country. In the past 20 years, 
according to the calculation of relevant departments, the national income of 
the Soviet Union also increased simultaneously with the total value of 
industrial and agricultural output. 


Judging by the materials in our hands, although the Soviet Union has achieved 
"simultaneous increase,” the economic results of society have not been ideal. 


1. The economic structure is not entirely rational. In the past 20 years, 
the development of commerce in the Soviet Union was comparatively rapid, the 
net output value of commerce accounted for 12 percent of the national income 
in 1960 and for 18 percent now. It is a factor that manifests the rationali- 
zation of Soviet economic structure and is also one of the important causes 
for the achievement of "simultaneous increase." However, the unharmonized 
development of Soviet industrial and agricultural production has never been 
radically improved and the agricultural production has lagged behind for a 
long time. From 1951 to 1979, the average annual growth rate of agriculture 
was only 3.2 percent and that of industry was 8.9 percent. In 1978, the gross 
output value of agriculture accounted only for around 15 percent of the gross 
output value of society and it was still imperative to import from abroad 
large amounts of grains, agricultural and sideline products in order to satis- 
fy the demand for them. The development in its industries is also not quite 
harmonized. The development of heavy industry and military industry is rapid 
while the development of the consumer goods industry is slow. Since 1960 the 
proportion of the means of production in the gross industrial output value of 
the Soviet Union, has always been maintained at around 73 percent. (Footnote 
4) (Jing Hui, Lu Nanquan and Zhang Kangqin: "On Soviet Economy," Liaoning 
People's Publishing House, 1982 edition, pp 573, 578, 589, 406) This has 
obviously been too high. 


17 








2. The material consumption of raw materials, fuels and motive power in 
Soviet industrial production is much higher than in other economically and 
technically developed count ies. In 1977, tne ratios of consumption of 
steel, electricity, petroleum and cement to national income in Soviet pro- 
duction were respectively 190, 120, 200 and i180 percent higher than those 
in the United States; the ratios of the consumption of chemical fertilizer 
and the expenses related to tractors to agricultural output value were 
respectively 140 and 260 percent more than those in the United States. 
(Footnote 5) (Ibid.) 


3. The growth rate of labor productivity has gradually fallen. According to 
Soviet statistics, from 1951 to 1965, the average growth rate was 7.8 percent, 
that of 1966-1970 was 5.7 percent, that of 1971-1975 was 4.6 percent and that 
of 1976-1980 was 3.2 percent. The results of the implementation of the 
targets for labor productivity in the 10th five-year plan period were as 
follows: That of industry actually increased by 17 percent which was only 
55.5 percent of planned target; that of agriculture increased actually by 15 
percent which was only 53.6 percent of the planned target; that of construc- 
tion industry actually increased by 11.3 percent which was only 37.3 percent 
of the planned target; that of railway transportation industry increased 
actually by 0.5 percent which was only 2.5 percent of the planned target. 
(Footnote 6) (Lu Nanquan and others: "What Is the Cause of the Continuous 
Decrease in the Growth Rate of the Soviet Economy?" SHIJIE JINGJI, No 12, 
1981) 


[HKO61527] 4. The quality of quite a lot of products is not good. In par- 
ticular, its consumer products are of poor quality, outdated types and designs, 
and few varieties. As a result, large quantities of products are stockpiled 
and scrapped. At present, in its commercial sectors, about 40 billion rubles 
of products are stockpiled in excess of the fixed quotas and the scrapped 
products account for 10-20 percent of its total products. 


5. The ratio of output value to funds employed declined year by year. 
According to USSR statistics, the ratio of output value to funds decreased 
2.7 percent on the average from 1960 to 1970, by 3.9 percent on the average 
from 1971 to 1975, and by 2.3 percent on the average from 1976 to 1980. In 
the past 20 years, the national income dropped from the 1960's figure of 
0.72 ruble to 0.4 ruble in 1980, a decline of 45 percent. 


From this, we can see that, although the Soviet Union's simultaneous increase 
in national income and the total value of industry and agriculture shows an 
improvement in some aspects of its economic structure, the whole economic 
structure is still not entirely rational and from a macroscopic point of view, 
the social economic results are ideal. 


III. Whether or Not Our Country Can Achieve "Simultaneous Increase” in the 
Near Future and in the Coming 20 Years 


According to our analysis of relevant conditions and data, we hold that, in 
the near future, it is possible to achieve “simultaneous increase" in some 
specific years, but it is quite difficult to achieve it for a long time to 
come. 
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1. In the coming few years, there will be some favorable factors for the 
achievement of “sinultancous increase." 


At present, our country is undergoing an economic readjustment, and there 
is a comparatively great change in our economic structure. If we do our 
work satisfactorily, it will be possible for us to achieve simultaneous 
increase in national income and the total value of industry and agriculture 
in some specific years. 


First, the growth rate of our agriculture in the near future ~iil possibly 
be as great as the growth rate of our industry. Because, on the one hand, 
at present, our country’s industry is facing an arduous task of improving 
the enterprises’ quality and its development is restricted by the supply 

of energy and transportation facilities, and on the other hand the agricul- 
tural production responsibility system is being continuously perfected and 
science and technology are increasingly popularized, it is possible for 

the growth rate of our agricultural production to catch up with that of our 
industry. At present, in our country, the ratio of net output value to the 
gross output value in our agriculture is 70 percent, more than double that 
in our industry. The net agricultural cutput value accounts for a greater 
proportion in our national income, being generally around 40 percent. There- 
fore, the rapid development of agricultural production will facilitate the 
increase in our national income at a rate as great as that in the gross out- 
put value of our industry and agriculture. 


Second, there is quite great potential to tap in cutting down the material 
consumption in our industries. In the past few years there was a rising 
trend in material consumption in our industries. In 1982, it was 67.5 per- 
cent, a rise of 4.6 percent over the 1970's figure of 62.9 percent. As a 
result, the net industrial output value decreased by 36 billion yuan. The 
causes for such a reduction included the factors such as the rise in the 
organic composition of our funds and the change in the proportion between 

our light and heavy industries and prices, but high consumption, enormous 
waste, and poor economic results were also important factors. Therefore, 

it is possible for us to cut down the material consumption in our industries, 
to raise the ratio of our net output value to gross output value, and to 
achieve “simultaneous increase," as long as we adopt effective measures to 
conscientiously consolidate our enterprises and close, suspend the production 
of, merge and shift the production of the enterprises where there is high 
consumption and enormous waste, and as long as we develop technological 
reform centered on practicing thrift on energy and raw materials in order 

to improve the quality of our enterprises in an all-round manner. 


[HK061529] Third, we should speed up the development of our communications, 
transportation and commerce. For a long time, our country’s communications, 
transportation and commerce have developed at a low speed, which has not met 
the demand resulting from the development of our national economy. The pro- 
portion of the net output value of these sectors in our national income not 
only failed to increase, but fell to some extent. Calculated in terms of 
comparable prices, this proportion dropped from 16.4 percent in 1962 to 9.9 
percent in 1982. During the past few years, we have already begun to pay 
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attention to speeding up the development of these sectors. We have regarded 
communications and transportation as the strategic key to our economic devel- 
opment in the future and we have also teen carrying out a structural reform 
to our commerce. This will bring about a relatively great speed in the 
development of our transportation and commerce and will facilitate increasing 
our national income and reducing the disparity between the growth rate of 
these sectors and that of our gross industrial and agricultural output value. 


2. It will be very difficult to achieve "simultaneous increase" in the coming 
20 years. 


According to a forecast based on relevant conditions, we hold that it will be 
very difficult to achieve a “simultaneous increase" in the long period between 
now and the year 2090. 


First, the modernization of our economy demands a greater speed in developing 
our industry. Industry is a sector that provides technological equipment for 
other sectors of our national economy. The machine-building and electronic 
industries are, furthermore, of vital significance in our scientific and tech- 
nological progress. Therefore, in order to promote our country's scientific 
and technological progress and economic modernization, priority must be given 
to the development of these sectors and an appropriate proportion should be 
maintained between these sectors and the industries related to raw materials 
and energy. Moreover, in order to raise the living standard of our people, 
we must also vigorously develop our food, light, t»xtile and other indus- 
tries. From a long-term point of view, the development of our industry as 

a whole will certainly be quicker than that of our agriculture. This will 
possibly give rise to a certain cegree of disparity between the growth rate 
of our national income and that of our gross industrial and agricultural out- 
put value. 


Second, from a long-term point of view, we should continue to increase the 
organic composition of funds in our country's various production sectors. 

At present, the technological level of our country's national economy is 
20-30 years behind economically developed countries. During the coming 20 
years, our country will intensify its key project construction and complete 
many large backbone projects related to energy, communications, raw materials 
ard machine building that will be of vital significance to the development of 
our national economy. We shall also carry out large-scale technological 
transformation in our existing enterprises, speed up the renewal of our 
equipment, popularize new technology, and raise the level of mechanization 
and automation in our production. As our modernization develops, our agri- 
culture's organic composition of funds will also be sharply increased. We 
can say that the organic composition of fuads in all our national economic 
sectors will rise to differing extents. Correspondingly the rate of material 
consumption will also rise. This will affect the realization of the 
“simultaneous increase." 


Third, because of our country's weak economic foundation and large population, 
for a long time, the sectors that directly produce material products (includ- 
ing industry, agriculture and construction undertaking) will constitute a 
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large percentage of our national economy. At present, our country's material 
products are not yet abundant and both means of consumption and means of pro- 
duction fall far short of the demand for the improvement of our people's 
livelihood and the development of our social production. Therefore, for a 
considerably long period in the future, speeding up the development of the 
production of the sectors that directly produce material products, particu- 
larly the development of our industrial and agricultural production continues 
to be one of our very important tasks. From the viewpoint of the change in 
our economic structure, the proportion of the sectors that directly produce 
material products in our economy will not drop to such a low percentage as in 
the economically developed countries. This proves that it is not exactly 
possible to achieve a "simultaneous increase" by relying on the structural 
change in this aspect. 


CSO: 4006/336 


21 








AGGREGATE ECONOMIC DATA 


GUANGDONG CITES 1983 ECONOMIC ACHIEVEMENTS 


HK140841 Guangzhou Guangdong Provincial Service in Cantonese 0030 GMT 
12 Feb 84 


[Text] Last year, our province continued to make new progress in its national 
economy. The situation was very good. 


1. Last year's gross output of grain was approximately 200 million jin more thar 
the preceding year, the annual quota was overfulfilled by 2.8 percent, and 
the highest output in history was recorded. 


2. Gross industrial output value reached 30,480 million yuan, an increase of 
12 percent over the preceding year. The annual quota was overfulfilled by 
6.6 percent. 


3. Last year, the whole province suspended and delayed some 250 capital 
construction projects and reduced the scale of investments by approximately 
400 million yuan. The amount of investments in local projects was 8.3 percent 
less than in the preceding year. The key projects were thus guaranteed. 


4. The balance between revenue and expenditure was basically maintained. 


5. The market thrived and there was an ample supply of commodities. Last year, 
the total amount of social commodities retailed in the whole province reached 
21 billion yuan, an increase of 9.8 percent over the preceding year. 


6. Last year, some 10,000 new contracts were signed with foreign firms for the 
utilization of foreign capital, an increase of 32 percent over the preceding 
vear. The amount of actual investments recorded an increase of 13.7 percent. 
The net income from processing materials supplied by foreigu firms and from 
money exchanges in the banks in the whole year was 19.4 percent more than in 
the preceding year. 


7. People's livelihood greatly improved. The average annual peasants' net 


income recorded an increase of about 7.4 percent. The average monthly income 
of the household of an urban resident increased by 9 percent. 
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HAINAN OFFICIAL DISCUSSES ISLAND DEVELOPMENT 
HK271528 Beijing ZHONGGUO XINWEN SHE in Chinese 0730 GMT 26 Feb 84 
[Report: "Lei Yu Talks on Hainan's Achievements"--ZHONGGUO XINWEN SHE headline] 


[Text] Hong Kong, 26 Feb (ZHONGGUO XINWEN SHE)--The four-person party of Lei Yu, 
director of the Hainan Administrative Regional Commissioner's Office, which is 
visiting Hong Kong at the invitation of the XINHUA Hong Kong branch, met with 
Hainan fellow countrymen residing in Hong Kong and Macao at the Hong Kong Chinese 
General Chamber of Commerce yesterday evening. The visiting party extended 
belated New Year's greetings to the Hainan compatriots and briefed them on the 
encouraging development of their home island. 





Lei Yu said: The island's gross industrial and agricultural output value 
amounted to 2.773 billion yuan in 1983, an increase of 10.7 percent over 1982. 
Of this gross output value, the gross industrial output value amounted to 

877 million yuan; while the gross agricultural output value amounted to 

1.896 billion yuan. The island's rubber planting area totaled 4.19 million m, 
an increase of 200,000 mu over 1982. The 1983 sugar output was 154,300 tons, 
an increase of more than 300 percent over 1980. Last year's afforestation area 
totaled 710,000 mu. And the island is striving to raise its forest coverage 
rate from the current 24 percent to 36 percent, namely, 18 million mu, in 1990. 


Mr Lei said: As for infrastructure construction, the island not only made pre- 
parations but also took action last year. Various projects, such as an airport, 
piers, railways, telecommunications network, and so on, have been under con- 
struction. Prospecting for resources has been stepped up. Prospecting work 
covering an area of 60,000 square kilometers has been completed in the island's 
three major basins, which cover a total area of 120,000 square kilometers. 

Seven combination gas fields have been discovered. The natural gas reserves 

of the northerm Hainan oil field are distributed over 2,000 square kilometers 

in the sea and 500 square kilometers on land. A plan is being drawn up to draw 
natural gas from the sea bed to supply energy to mining work on the land. 


Lei Yu emphasized: In order to speed up development, Hainan Island will follow 
the principle of emancipation of the mind and cooperation with the outside world. 
As far as foreign economic relations are concerned, the island has signed 
contracts with foreign businessmen to launch 51 joint venture projects which 
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involve a total capital of D83 million. The amount of foreign capital which 
has already been absorbed totals D13.28 million. At the same time, the 
island is stepping up negotiations with foreign businessmen over many joint 
venture projects. 


Present at the meeting were Wu Duotai, chairman of the Federation of Hainan 


Fellow Countrymen; K.C. Wong, chairman of the Chinese General Chamber of 
Commerce; and the responsible persons of the Hainan Chamber of Commerce. 
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ECONOMIC MANAGEMENT 


LIANG BUTING'S SPEECH ON SHANDONG COMMODITY ECONOMY 
SK210600 Jinan Shandong Provincial Service in Mandarin 2300 GMT 19 Feb 84 


[Text] Liang Buting, secretary of the Shandong Provincial CPC committee and 
governor, pointed out in his speech delivered at the provincial rural work 
conference that it is necessary to continue to emancipate thinking, to relax 
policy restrictions, and to speed up the development of the commodity economy 
in the rural areas. 


Comrade Liang Buting stressed: The 1984 Document No 1 of the party Central 
Committee and Comrade Wan Li's speech are the guiding principles for our rural 
work throughout the year. The CPC committees and governments at all levels 
must implement to the letter the reform requirements, policies, and measures 
defined in the document and consider the acceleration of the development of 
commodity production as the starting point and the underlying objective of our 
work. All leftist ideological influence which do not conform with the central 
policies of enabling the peasants to become prosperous and making things con- 
venient for them must be eliminated. All systems and stipulations that affect 
commodity production and circulation must be reformed. All policies and 
measures that are conducive to promoting commodity production must be relaxed 
and proposed whenever possible. 


Comrade Liang Buting said: We must proceed from our province's reality in the 
course of implementing the central document No 1 and must stress five spheres 
of work: 


1. Further stabilize and improve the production responsibility system and raise 
the reform of the rural economic management system to a new level. It is neces- 
Sary to stabilize and perfect the land contracting system. The land contract 
time limit must be extended to over 15 years as prescribed in the stipulations 
of the party Central Committee, and the governments should issue certificates 

of utilizing contracted lands. Policy restrictions for development projects 
which involve a long production period must be further relaxed. As far as our 
province is concerned, the contract period for the exploitation and utilization 
of saline-alkali waste land, sea and lake shores, barren hills, inland lakes, 
and water surface, and the contracting of fruit trees and forest lands may be 
extended to over 20 years. In addition, it is permissible to transfer them to 
others at reasonable prices during the contract period. Children of the contract 
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holders are allowed to inherit the land utilization right. Contract holders 

are encouraged to develop and invest in their land. The scattered plots which 
the masses call for readjustment may be readjusted by the collective in a 
unified way and the transfer of land is permissible. Efforts must be made to 
encourage the people to concentrate their land to the hands of farming experts 
so as to let land yield beneficial results. Peasant households which have 
transferred their lands to others may enjoy fixed-price grain ration, firewood, 
and fodder grass and may receive a reasonable compensation for their investment 
in the land. Land transference and concentration must be carried out by the 
masses on a voluntary basis. We must not act with undue haste and concentrate 
the land to the hands of experts by force. We must actively develop all kinds 
of specialized and key households and encourage some peasants to become 
prosperous first. We must fully recognize their important status and role in 
the national economic and social development, overcome the erroneous ideology 

of fearing polarization, and correct our attitude towards them. We must treasure 
and take good care of specialized households with ardour and sincerity as we 

did in the movement to organize agricultural cooperatives; make things con- 
venient for them in terms of funds, equipment, material supply, science and 
technology, market information, and the purchase of products; support their 
developments; and realistically safeguard their just rights and benefits. Acts 
that rete ate against specialized households, such as writing threatening 
letters, taking advantage of somebody's weak position to overcharge him and 
disrupting production, must be strictly dealt with. We must establish and improve 
new cooperative economic organizations, and strengthen service before and after 
production. The former administrative system and organizational form of 
merging government administration with commune management must be reformed. 

In order to benefit by stabilization and improvement in the production system 
and to speed up commodity production, we must establish new cooperative economic 
organizations in line with local conditions. 


2. Deeply conduct reform in the circulation sphere so as to enliven the rural 
economy. The situation in which the reform of the circulation sphere lags behind 
the reform of the production sphere is one of the major contradictions affecting 
the current development of commodity production. Presently, we must pay special 
attention to 2 reforms and 1 construction. First, we must continue to readjust 
the policies on buying and selling farm and sideline produce. Our province 

has studied and decided to reduce the original 114 products of the first and 
second categories which are under the management of the commercial, supplying and 
marketing, grain, foreign trade, medicinal herbs, and aquatic product departments 
to 63, and designate 51 products to the third category. The prices of the first 
and second categories of products and the third category products, whose 
procurement and assigned procurement tasks are completed, must be flexible. 
Multichannel operation should be encouraged and circulation of commodities in 
the producing and marketing areas and among the producing areas should be 
promoted so as to reduce operational procedures. The prices of fresh and live 
products should be more flexible, and reasonable seasonal, regional, and quality 
price imparity should be permitted. 
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Second, we must deeply carry out reform on the supplying and marketing system 
and turn them into cooperative business units owned by the peasants, masses 

and the collective. The supply and marketing cooperatives at all levels must 
have independent accounting and be responsible for their own profits and losses. 
They must strive to expand the operational scope and the service sphere, improve 
service quality, and gradually turn themselves into rural comprehensive service 
centers. 


Third, we must attend to building basic facilities for commodity circulation. 
Persons who establish and manage the newly constructed commodity circulation 
facilities may enjoy the benefits. The state will care for and support them 
in terms of tax revenue, loans, building materials and equipment. 


3. Actively develop forestry, animal husbandry, and fishery, and develop the 
local natural resources according to local conditions. The slow development 
in forestry, animal husbandry, and fishery and their small proportions in the 
whole agricultural sector constitute a weak link in our province's rural 
economy for a long time. To make a new breakthrough in this sphere, we must 
bring the local superiority into full play and speed up the development of 
barren hills, lands, inland water surface, sea and lake shores. We must attend 
to afforestation in plains, and grass and tree planting in the mountainous 
areas, vigorously build forests which will grow fast and yield bumper harvests, 
increase fruit output, improve fruit quality, expand timber accumulation, and 
improve the ecological environment. Continued efforts must be made to attend 
to hog raising so as to end the declining hog situation. Furthermore, we must 
actively develop the raising of grass-eating animals such as cattle, sheep and 
rabbits, and all kinds of poultry so as to boost the supply of meat, eggs and 
milk. While attending to protecting inshore natural resources, and ocean 
fishery, we must shift the emphasis of fishery to accelerating the raising of 
sea and freshwater fish and strive to make full use of all existing water sur- 
face and sea and lake shores with fairly good conditions within a short period 
of time, so as to end as soon as possible the situation in which aquatic 
products are in short supply. 


4. Speed up the development of village industry, and the market town economy. 
With the development of division of labor among specialized households in the 
rural areas, a large number of persons will join the village and service 
industries. This is an inexorable historical progress. There are nearly 

30 million laborers in our province's rural areas, of whom some 10 million are 
surplus laborers. The fundamental way to arrange jobs for rural surplus 
laborers is to develop the village industry, and the market town economy. We 
should correctly understand this issue from the high plane of speeding up rural 
economic development, changing the distribution of population and industry, 
strengthening leadership, attend to our work, expand production avenues, and 
properly arrange jobs for the surplus labor force. Only by so doing can we 
endure the heavy social burden created by population with the tremendous 
economic strength produced by man. If we are muddle-headed in this aspect and 
if our measures are ineffective, the situation in which thousands and thousands 
of people in our province have to work for others for food will not be changed, 
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and the rural areas will not become prosperous quickly. This is an issue of 
Strategic importance in the course of the rural economic development. The 
development of the village industry must be integrated with the strengthening 
of the building of market towns and turn them into centers of rural regional 
industry, commodity circulation, communications, telecommunications and infor- 
mation, science and technology, and culture. 


5. Speed up agricultural technical transformation, and the fostering of rural 
talented persons. In order to keep abreast of the comprehensive operation of 
agriculture, industry, and commerce, and the development of commodities, the 
service sphere of agricultural science and technology should be extended from 
the planting industry to the processing, service and other budding industries. 
In addition, we must pay attention to the study and popularization of compre- 
hensive techniques, make full use of the achievements in soil survey, agricul- 
tural natural resources survey, and agricultural zoning, and develop the 
superiority of natural resources, crop planting and the application of 
fertilization in a scientific way. We must keep abreast of the new situation 
in which the rural economy is transforming into commodity production, eman-ipate 
the mind in fostering talented persons, open new ways and methods to run all 
kinds of schools at different levels. 
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ECONOMIC MANAGEMENT 


RENMIN RIBAO VIEWS IMPROVEMENT OF ECONOMIC RESULTS 
OW241213 Beijing XINHUA in English 1201 GMT 24 Feb 84 
{|"PEOPLE'S DAILY: Accelerate Improvement of Economic Results"--XINHUA headline] 


{Text] Beijing, 24 Feb (XINHUA)--A call for continued improvement of economic 
results in all sectors of the national economy keynotes a frontpage editorial 
in today's PEOPLE'S DAILY. 


The editorial urges enterprises throughout China to achieve what it terms the 
"three economic targets" of improving the quality and variety of products, 
reducing the consumption of energy and materials and increasing the profits and 
taxes delivered to the government. 


Without significant improvements in economic results, the editorial continues, 
it will be impossible for China to achieve sustained, stable and healthy 
economic development, nor will the country be able to ensure the completion of 
key capital construction projects on schedule, retool major enterprises and im 
prove living standards along with production growth. 


Efforts to keep improvement of economic results in step with production growth 
will be vital to China's economic upsurge in the next decade and the achievement 
of the projected goal of quadrupling the nation's gross industrial and agricul- 
tural output value by the end of this century, the editorial says. 


Economic results showed some improvement last year, the editorial notes. China 
exceeded its annual target for state revenue, with industrial enterprises 
registering an 8.9-percent increase in their combined output value over 1982 
and turning over to the state 7.5 percent more profits and taxes. Industrial 
production and profits and taxes turned over to the government increased at 
roughly the same rates in 15 of China's 29 provinces, municipalities and 
autonomous regions. "This was something rare in recent years," the editorial 
says. 


Nevertheless, it adds, high consumption of energy and materials and low rates 
of invest.aent utilization remain the "crucial contradiction," while shortages 
of power, raw materials and construction funds are reported. 


To solve these problems and improve economic results, the editorial points out, 
new management methods such as systems engineering should be introduced. It 
urges the enterprises throughout the country to improve macro~economy management 
and quality of enterprises. 
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ECONOMIC MANAGEMENT 


SHAANXI CITES PROGRESS IN ENTERPRISE CONSOLIDATION 
HK141147 Xian Shaanxi Provincial Service in Mandarin 1130 GMT 13 Feb 84 


[Text] In 1983, new progress was made in our province's enterprise consolida- 
tion work. The new progress played an important part in effecting the over- 
fulfillment of various plans and a simultaneous growth in speed and results. 
Our province's enterprise consolidation work over the past year had the 
following five characteristics. 


First, the pace of consolidation work was quickened. In 1982, only 70 of 

the province's state-run enterprises were accepted after checking as satis- 
factorily consolidated enterprises. However, in 1983, 1,823 were accepted. 
About 50 percent of the province's textile, machine-building, petrochemical, 
building construction, and power enterprises were accepted after checking as 
satisfactorily consolidated enterprises. Of the 10 prefectures and cities, 
Hanzhong, Tongchuan, Baoji, Xian, and Xianyang had made progress most rapidly. 


Second, there were quite notable changes in the key and major enterprises. 

Of the 87 large and medium-size essential enterprises included in the state's 
consolidation plans, 57 have been checked and accepted and they had done 
better than required by the programs. There were important changes in the 
conditions of the leading bodies of the 40 profit-making enterprises and the 
38 enterprises with large deficits. The provincial government paid close 
attention to these enterprises. Their economic results improved noticeably. 


Third, basic work has been quite solidly done. In enterprise consolidation, 
the enterprises generally paid close attention to perfecting the economic 
responsibility system, market information, business decisionmaking, quantifi- 
cation, statistics, measurement, technological standards, and other basic work. 
Fourth, the standards were strictly adhered to in checking. 


Fifth, we have made a start in launching the drive to build 6-goods enterprises. 
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ECONOMIC MANAGEMENT 


YUNNAN CIRCULAR URGES ENTERPRISE CONSOLIDATION 
HK170359 Kunming YUNNAN RIBAO in Chinese 7 Feb 8 pl 


[Report: "Provincial Enterprise Consolidation Leading Group and Provincial 
CPC Committee Organization Department Urge Speeding Up Readjustment of Leading 
Bodies and Stepping Up Enterprise Consolidation on a Full Scale"] 


[Text] In order to speed up the readjustment of enterprise leading bodies, the 
provincial leading group for enterprise consolidation and the Organization 
Department of the provincial CPC committee recently issued an urgent circular, 
which pointed out: The year 1984 is of decisive importance for comprehensive 
enterprise consolidation, and 60 to 70 percent of state-owned enterprises in this 
province should accomplish this work and pass the acceptance test within this year. 


The circular required all localities and departments to first accomplish the 
reorganization of enterprise leading bodies and let new leading bodies take 
charge of enterprise consolidation work. The circular put forward the following 
points: 


1. A comprehensive reexamination should be made within the first quarter of this 
year to check the leading bodies which have been reorganized in key enterprises, 
and a new plan should be worked out to further strengthen these new leading 
bodies and to consolidate and develop the results of enterprise consolidation. 
Particular attention should be paid to the building of the third echelons. 
Vacancies in the new leading bodies should be filled promptly. Incompetent 
cadres remaining in new leading bodies should be resolutely removed. 


2. As for enterprises of intermediate or small size which have note reorganized 
their leading bodies, one-half of them should accomplish this work within the 
first quarter of this year and most of them should accomplish it within the first 
6 months of this year. All units must finish this work before the end of the 
third quarter. 


3. Enterprises which have incurred losses because of poor management and disunity 
between members of the leading bodies must accomplish the reorganization of 
leading bodies by the end of March. 


4. Enterprises which cannot pass the acceptance test because they have not 
reorganized leading bodies although they accomplish enterprise consolidation 
in 1983, must accomplish the reorganization of leading bodies before the end 
of February. 
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5. Enterprises which should accomplish consolidation and pass the acceptance 
test in 1984 according to schedule, must finish reorganizing their leading 
bodies in the first quarter of this year or not later than the end of May. 


In conclusion, the circular required all localities and departments to seriously 


discuss and adopt effective measures to ensure the implementation of the above 
directives. 
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SHANDONG INDUSTRIAL COMPANIES TO REPLACE BUREAUS 
SK160601 Jinan DAZHONG RIBAO in Chinese 22 Jan 84 pl 


[Text] In order to accelerate the development of the province's metallurgical, 
coal, electronic, and medical and pharmaceutical industries and meet the needs 

of economic system reform, the provincial CPC committee and government decided 

to organize six companies of different trades in the present-institutional 

reform so as to replace administrative organs with economic organizations in 
management and operation. The six companies are the metallurgical industrial 
general company, the coal industrial general company, the electronic industrial 
general company, the medical and pharmaceutical general company, the construction 
and engineering general company, and the farm machinery service company. In the 
meantime, the provincial metallurgical industrial department, the provincial 

coal industrial bureau, the provincial electronic industrial bureau, the pro- 
vincial medical and pharmaceutical administrative bureau, the provincial 
construction and engineering bureau, and the provincial farm machinery adminis- 
trative bureau will be disbanded. This is an important measure for the province's 
reform of the economic administrative system. The establishment of these 
companies will be conducive to the readjustment and reorganization of enter- 
prises in line with specialized cooperation, to the upgrading and updating of 
products, and tc the technical transformation of enterprises. This embodies 

the principle of centralized leadership, overall planning and unified manage- 
ment, and is very significant to improvement of the economic results. 


These companies are economic organizations independent in production and 
operation and responsible for administering their affiliated trades with economic 
methods. The companies comprehensively take charge of the new product research 
and development, quality control, technical transformation, production supply, 
finance and accounting, sales and service, and personnel education of their 
subordinate enterprises. Some of these companivs will also take charge of the 
production plans, the development of products, quality standards, and rules 

and regulations of their same trades of the province. 
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HEILONGJLANG HOLDS MEETING ON INDUSTRIAL OUTPUT 
SK190346 Harbin Heilongjiang Provincial Service in Mandarin 1000 GMT 18 Feb 84 


[Excerpts] On the evening of 17 February, the provincial People's Government 
held a telephone meeting to make plans for the province's industrial and 
communications work. 


In his speech at the meeting, Deputy Governor An Zhendong emphatically pointed 
out: The whole year's work depends on a good start this spring. We must 

firmly attend to industrial and communications production and concentrate our 
energy on raising economic results right from the beginning of the year. 

Poor economic results are still a prominent problem in our province's industrial 
and communications output at present. 


In January, the province's industrial output value increased 6.4 percent over the 
corresponding 1983 period and the province's industrial departments also in- 
creased profits. However, losses in January amounted to over one-third of the 


planned annual figure. All localities must take initiatives to change this 
situation immediately. 


At. present, we must concentrate on four tasks: 
1. Focus on raising economic results and organize forces to engage in production; 


2. Conscientiously organize forces to attend to the current industrial and id 
communications output ; 


3. Vigorously attend to the work of reducing deficits and increasing profits; 


4. Continue attending to the comprehensive consolidation of the enterprises. 
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GUIZHOU INDIVIDUAL INDUSTRY, COMMERCE DEVELOPMENT PLAN 
HK230508 Guiyang Guizhou Provincial Service in Mandarin 2300 GMT 22 Feb 84 


[Excerpts] In line with the spirit of this year's document No 1 of the 

CPC Central Committee, which calls for simultaneous development of state-run, 
collective and individual production, the provincial industrial and commercial 
administration bureau has adopted 10 measures to vigorously support the 
development of individual industrial and commercial households. The 10 
measures are: 


l. Relax restrictions on individual industrial and commercial households. 
Except for in-service cadres, staff and workers, and students, all those who 
have abilities in production and business operation may engage in business 
operation as individual industrial and commercial households with the approval 
of industrial and commercial administration departments. 


2. Relax restrictions on various types of businesses of individual and 
commercial households. 


3. Relax restrictions of the business field of individual industrial and 
commercial households. 


4. Relax restrictions on business areas of individual industrial and commercial 
households. 


5. Simplify the procedure for application and approval of business licenses. 


6. Bring int» full play the role of the individual laborers federation in self- 
education, self-management, and self-service. 


7. In order to protect the legitimate rights and interests of individual 
industrial and commercial households, it is impermissible for other departments 
to interfere in the work relating to examinatiom, approvai, and issuance of 
business licenses by industrial and commercial administration departments. 


8. Call a halt to unreasonable appropriation on individual industrial and 
commercial households so as to alleviate their burden. 
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9. In order to provide necessary business places for ever-increasing industrial 
and commercial households, industrial and commercial administration departments 
in all localities must, based on investigations and study, put forward sugges- 
tions on strengthening the building of markets and submit reports to local 
governments so that the matter can be taken into consideration under the local 
governments’ overall plan for the building of urban and town markets. 


10. It is necessary to protect the lawful operation of individual industrial 
and commercial households and outlaw unlawful operations. 
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HEILONGJIANG ECONOMIC DEVELOPMENT GUIDELINES SPECIFIED 
SK170502 Harbin HEILONGJIANG RIBAO in Chinese 28 Jan 84 p 2 


[Article by Sun Kuiwen, deputy director of the Heilongjiang Provincial 
Planning Commission: "The Strategic Guidelines of Our Province's Economic 
Development" ] | 


[Excerpts] In going into the strategy of economic and social development in 
northeastern China, it is very necessary to study the strategy of economic 
and social development in each province and at each level. 


Heilongjiang Province is fairly late in conducting economic development and it 
is often called "the Great Northern Wilderness." Prior to the liberation, the 
province's economic foundation was very weak. After the founding of the new 
China, particularly since the 3d Plenary Session of the llth CPC Central 
Committee, the province has achieved great development in the economy and has 
initially built itself into an industrial and agricultural area of the country. 


In line with the strategic target set forth by the 12th CPC Congress in regard 
to China's economic construction, the province has initially decided to score 
150 billion yuan of annual total industrial and agricultural output value by 
the end of this century, a 350 percent increase over the 1980 figure, of which 
its annual total industrial output value will reach 110 billion yuan, a 

348 percent increase over the 1980 figure, and its total agricultural output 
value will reach 40 billion yuan, a 335 percent increase over the 1980 figure. 


To this end, our province should follow a strategic orientation of economic 
development along which concentrated efforts should be made to grasp well the 
following five aspects: 


1. In vigorously developing agriculture, it is necessary to build modem agri- 
cultural bases engaging in cash crop production with marketable grains at its 
core and conducting overall development by undertaking a diversified economy. 


By the end of 2000, the province will reduce its agricultural proportion from 

70 percent at present to around 40 percent. It will increase its forestry 
proportion from 6 percent at present to 20 percent, its animal husbandry 
proportion, from 14 percent to 30 percent, its sideline production proportion 
from 8 percent to around 10 percent: and its fishery proportion from 0.4 percent 
to around 2 percent. 
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In developing agriculture, it is also necessary to gradually set up modern 
agricultural technological systems with simultaneous devotion to the develop- 
ment of farm machines and biological technology; to further do a good job in 
carrying out comprehensive consolidation among mountains, rivers, farmland, 
forests, and roads; and to accelerate the pace of breeding early-ripening, 
high-yield, and fine-quality crop strains. 


2. In actively developing light and textile industries, it is necessary to 
gradually build up light industrial bases with the production emphasis of 
foodstuffs and textile. The food industry, with the raw materials of farm and 
Sideline products, is actually in conformity with the strong point and charac- 
teristics of our province, which should be brought into full play. 


3. In continuously developing forestry, it is necessary to gradually set up 
forestry bases with the work emphasis of growing trees and conducting compre- 
hensive utilization of timber. By the end of 2000, the province should 
accumulate 70 million m of forests. 


4, In accelerating the pace of developing energy resources and chemical 
industry, it is necessary to gradually set up energy and chemical industrial 
bases with the production emphasis on coal and petroleum. 


In developing the petroleum industry, it is necessary to vigorously maintain 
the stable yield of oil fields as long as possible on the one hand, and to 
strengthen geological prospecting operations on the other hand so as to 
increase resource reserves. While accelerating the pace of developing energy 
resources, it is also necessary to pay great attention to energy conservation. 


5. In stably developing the machine-building and building material industries, 
it is necessary to gradually set up heavy industrial bases with the production 
emphasis on motive and heavy machinery and cement. Local machine-building 
industries should curtail their size as much as possible, and should concentrate 
their efforts on specialized production. They should do a good job in [word 
indistinct] production coordination with large enterprises. Machine-building 
industries as a whole should render service chiefly for agriculture, the energy 
resource industry, the light industry, forestry, and the coal industry, and 
should gradually expand their service scale, upgrade service standards, and 

set up service networks in meeting the needs of the society and the national 
economy. The building materials industry should concentrate its efforts on 
producing cement and should vigorously develop the production of plate glass, 
red bricks, and other new building materials. 


CSO: 4006/ 325 
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ECONOMIC MANAGEMENT 


NINGXIA SETS GOALS FOR ENTERPRISE CONSOLIDATION 
HK161321 Yinchuan NINGXIA RIBAO in Chinese 9 Feb 8 pl 


[Report: "At Regional Meeting To Issue Enterprise Consolidation Acceptance 
Certificates, Comrade Li Yunhe Sets New Demands for Enterprise Consolidation 
in 1984") 


[Text] On 26 January, the People's Government of the autonomous region issued 
“enterprise consolidation acceptance certificates" to 14 large and medium-sized 
enterprises subordinate to the regional authorities. 


Enterprise consolidation work in 1983 focused on enhancing enterprise capacity 
and improving economic results, started in one unit after another in our region 
and brought about good results. More and more enterprises and administrative 
departments in charge of these enterprises have drawn benefit from this work. 
Many of them have become much more enthusiastic about conducting enterprise 
consolidation even though their attitude was passive at the initial stage. 

Now, 89 enterprises in our region have accomplished the work and have passed 
the acceptance test. Among them, 66 are state-owned industrial and communica- 
tions enterprises run by local authorities, accounting for 29.8 percent of all 
enterprises of this kind. Marked changes can be seen in production efficiency 
and enthusiasm in the enterprises which have been consolidated. Their capacity, 
economic results, and competitive power have all improved to different degrees. 
Take the 13 industrial enterprises among the 14 enterprises that received 
“acceptance certificates" as an example. Their gross profits increased by 

84.8 percent over the 1982 level and accounted for 90.2 percent of the total 
profits gained by state-owned industrial enterprises in this region. 


At the meeting to issue "acceptance certificates" to the 14 enterprises, Li Yunhe, 
vice chairman of the regional People's Government, set new demands for the 
enterprise consolidation work in 1984. 


First, enterprises which have accomplished consolidation and passed acceptance 
tests should continue to make themselves "six-good enterprises." By meeting 
the "five requirements" for enterprise consolidation, the enterprises have 
accomplished only the first phase in the process of comprehensive enterprise 
consolidation, which involves three major aspects. So they should not rest 
content with the present state of affairs; instead, they should take the 
accomplishment of consolidation as a new starting point and continue to improve 
their management and operation according to the requirements for a "six-good 
enterprise" so as to push the congolidation work to a new and higher level. 
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Second, great efforts should be made to achieve better economic results, to reducé 


and eliminate financial losses in operation, and to increase financial incomes. 
This year, we should strive to make the rate of growth in profits higher than 
the rate of growth in production and largely eliminate financial losses in 
operation, especially the losses caused by poor management, but covered by 
State subsidies allowed by policies, and the losses incurred in the production 
of certain goods by profit-making enterprises. All localities, departments, 
and enterprises must seriously fulfill the targets for reducing deficits and 
increasing incomes laid down by the regional Financial peparieaat through 

the adoption of effective measures. 


Third, further efforts should be made to enhance the quality of enterprise con- 
solidation work and to speed up its pace. This is a decisive year for enter- 
prise consolidation work. We must seriously implement the party Central 
Committee and State Council's documents and instructions on enterprise consoli- 
dation and draw up comprehensive plans to achieve the aim of enhancing enter- 
prise capacity and improving economic results. Acceptance tests for enterprises 
which accomplished consolidation in 1983 should be finished within the first 
quarter of this year. By the end of this year, enterprises which have accom 
plished consolidation and passed acceptance tests should account for 70 percent 
of all state-owned industrial and communications enterprises run by local 
authorities, and all large and medium-sized backbone enterprises should accom- 
plish this work and pass acceptance tests this year. It must be stressed that 
no enterprises incurring losses in operation can be accepted as units that have 
accomplished consolidation. In the new year, we must effect a greater develop- 
ment in comprehensive enterprise consolidation in our region. 


CSO: 4006/325 
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ECONOMIC MANAGEMENT 


BRIEFS 


HEILONGJIANG WORKER EDUCATION--At present, most large enterprises in Heilongjiang 
Province have established schools for staff members and workers. In 1983, 

2 million staff members and workers across the province entered study and 
training classes and 40 percent of them entered schools. In the past [?] years 
some 800,000 staff members and workers received certificates of middle school 
complementary courses and 470,000 staff members and workers joined primary 
technology classes. [Summary] [Harbin Heilongjiang Provincial Service 

in Mandarin 1000 GMT 21 Feb 84 SK] 


HEILONGJIANG-TIANJIN COOPERATION—-Since last year when Heilongjiang and Tianjin 
established long-term economic and technical cooperation, 39 projects on techni- 
cal cooperation, economic combination, and personnel training have been agreed 
upon. Twenty-five of them have been completed [word indistinct] being under- 
taken. This has effectively promoted technical progress and improved the 
economic results of both sides. Tianjin Municipality was in short of 1,000 tons 
of milk powder every year while Suihua City has abundant milk source but unequal 
processing capacity. The Tianjin Dairy Product Company provided 2 million yuan 
of interest-free loan to Suihua Milk Powder Plant, which will repay the loan in 
> years, for it to renew its equipment, thus enabling the plant to increase its 
output by 30 percent. At present, the Suihua Milk Powder Plant is providing 
milk powder to Tianjin at preferential prices. [Excerpts] [Harbin HEILONGJILANG 
RIBAO in Chinese 30 Jan 84 p 1 SK] 


FACTORIES RECELVE QUALITY CERTIFICATES--Shanghai, 27 Feb (XINHUA)--One hundred 
and thirty factories manufacturing export goods have received quality certifi- 
cates from the Ministry of Foreign Economic Relations and Trade. Of the 
factories, 87 specialize in producing goods for export. Many have imported 
advanced technology or upgraded outdated equipment to raise quality of their 
products. For example, the Shanghai No 3 printing and dyeing mill, one of the 
certificate winners, has produced peacock brand quality fabrics thanks to the 
introduction of singeing and mercerizing facilities. Other recipient factories 
included those manufacturing branded zoods such as "Butterfly" sewing machine, 
"Sunflower" ceiling fan and [words indistinct]. [Text] [0W270724 Beijing 
XINHUA in English 0648 GMT 27 Feb 84] 


CsO: 4020/79 
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FINANCE AND BANKING 


OVERALL FINANCIAL INSPECTION RESULTS REPORTED 
Shanghai JIEFANG RIBAO in Chinese 21 Dec 83 p 1 


[Report by Huang Jiasheng [7806 0857 3932]: "Outstanding Success in 
Shanghai's Overall Financial Inspection"] 


[Text] Shanghai's overall financial inspection has achieved outstanding 
success. Up to the 20th of this month, in the 6,508 enterprise units 

and public agencies focused on in the inspection, 157,120,000 yuan worth 
of taxes and profits were uncovered that should have been delivered up. 

Of this, 108,120,000 yuan has already been confiscated. This was revealed 
to our reporter yesterday by a leading cadre in the Municipal Finance 
Bureau. 


This leading cadre said that, among the 6,000-plus enterprises focused 

on in the inspection, there were 1,242 industries, 1,498 businesses and 
3,768 collective enterprises. As a result of the inspection, besides 

the common occurrences of the past--goods and materials slipping through 
the floorboards, dishonesty in counting products and end-products, padding 
costs with replacement and overhaul expenses and other problems--this 

time the main problem concentrated on for exposure was the lack, among 
some enterprises, of a big-picture viewpoint. These enterprises often 
consider only the small gains of their own unit and deliberately conceal 
their incomes. The Third Subbureau conducted an analysis of the condi- 
tions investigated at 237 of the units, and the sum of taxes and profits 
handed over that was attributable to concealed income represented more 
than a quarter of the total amount made up through the investigation. 

In Hongkou ward there is a plant that, under the instigation of the factory 
director and the party branch deputy secretary, kept both real and phony 
monthly financial accounts. The one reported to the finance department 
and the department responsible for the work was the phony one. Altogether, 
they had evaded more than 16,000 yuan worth of taxes. Some units also 
consciously dip a bit out of state finances and make it into a “little 
treasury" for the indiscriminate use of the unit. A certain industrial 
company organized a cooperative venture, and its personnel were all workers 
and staff on the company's books. The venture's profits after taxes 
became the company's "little treasury," and many of the company's expenses 
were also paid out of it. A grain management office failed to enter 

500 yuan worth of feed processing revenues into its accounts, and instead, 
twice divided them among workers and staff. This kind of conduct-- 
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changing over from the greater to the lesser public welfare and from 
the public to the private--weakens the big-picture views of workers and 
staff, harms the state's interests and fosters selfish departmentalism 
and cliquisn. 


During the investigation process, many units should be able to treat 
seriously the revealed violations of the financial and economic system, 

and promptly redress them. This leading cadre raised the following example: 
The seadership of the First Textile Machinery Plant several times convened 
party committee meetings to analyze the reasons why a former factory 
director had deliberately withheld goods and profits. They clarified 

the rights and wrongs so that every plant cadre above middle level learned 
a profound lesson to strengthen his view of the overall situation. 


What tasks should the overall financial investigation still pay close 
attention to? This leading cadre believes that finance and tax cadres 

at every level must coordinate with each responsible department and make 
the best use of the 10 days remaining before the end of the year. They 
must first seize upon the investigation of major households, and then 
must pay close attention to organizing the confiscation of taxes and 
profits due the state that were uncovered in the investigation. They 
must deeply and thoroughly investigate any major units, and although 

they should make the best use of their time, they should not mechanically 
hold to the end of the year as their limit. Also, they should make their 
goal the achievement of the five demands stipulated by the Ministry of 
Finance. 


This leading cadre also emphasized that, with regard to the problems 

that have been uncovered, particularly those that have some universality 
or bear policy implications, the comrades concerned in finance and tax 
departments should carry out investigation and study. They should analyze 
the causes, make recommendations and help enterprises to handle correctly 
the relationships among state, collective and individual. In short, 
through the overall financial inspection, they must correct the management 
ideas and working style of certain enterprise leaders, make financial 

and economic discipline more rigorous, enhance the quality of enterprises, 
strengthen financial management, stop up "escapes, oozing, drips and 
leaks" and further raise the level of Shanghai's financial work. 





12510 
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FINANCE AND BANKING 


RURAL SAVINGS DEPOSITS EXCEED PLAN IN NINGXIA 
Yinchuan NINGXIA RIBAO in Chinese 21 Dec 83 p l 


[Article by Jin Yangtang [7246 1016]: "Regional Rural Savings Deposits 
Reach More Than 139 Million Yuan"] 


[Text] In the wake of continuing perfection and improvement in the rural 
joint-production contract system of job responsibility, the region's 

rural economic situation is improving day by day. As food production 

and the diversified economy are further developed, peasant income also 
increases. Up to the erd of November, the total value of regional rural 
savings deposits had reached 139,380,000 yuan, an increase of 44,590,000 
yuan--47 percent--over the same period last year. This exceeds the annual 
plan by 41.4 percent. The share per person has reached 43 yuan, 5 jiao 
and 6 fen, an increase of 10 yuan, 5 jiao and 8 fen over the beginning 

of the year. The Yinchuan, Yongning, Helan, Shizuishan, Qingtongxia, 
Zhongwei, Zhongning and other city and county banking subbranches have 
already met the agricultural banks’ and credit cooperatives’ entire annual 
savings mission, two months ahead of schedule. 


The major characteristics of our regional rural savings deposits are 

as follows: Since the party's 3rd Plenum of the llth Central Committee, 
politics have stabilized, the economy has taken a turn for the better 

and peasant incomes have also increased. After the implementation of 

the State Council's circular, "On the Strict Control of Currency Circula- 
tion, and the Positive Organization of Currency Withdrawal," was firmly 
taken charge of, savings deposits stabilized and their ascendance period 
was advanced. Peasant trades at all levels changed their service attitudes, 
took the initiative to propagandize the significance and the advantages 
of saving and aroused the enthusiasm of the masses to participate in 
saving. 


12510 
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FINANCE AND BANKING 


BRIEFS 


LIAONING TREASURY BOND PURCHASE--The state assigned Liaoning Province to 

buy 235.3 million yuan of treasury bonds this year, the same amount as last 
year. Establishments and enterprises in the province will be assigned to 
purchase 79.39 million yuan of bonds, staff members and workers 118.2 million 
yuan, and peasants 24.8 million yuan. The province overfulfilled by 5.3 per- 
cent its 1983 assigned purchase quota. [Excerpt] [SK180450 Shenyang 
LIAONING RIBAO in Chinese 29 Jan 84 p 1 SK] 


GUIZHOU INSURANCE BUSINESS--According to statistics, the province ran a pilot 
scheme in offering new insurance categories last year, such as group life 
insurance, group life and accident insurance, endowment insurance, industrial 
insurance, family members and property all-risk insurance, and rural livestock 
insurance, besides offering other insurance services, such as enterprise 
property insurance, hull insurance, railway cargo insurance, auto and tool 
insurance, third-party insurance, and household property insurance. As of 
the endof December 1983, 2,995 enterprises, 14,223 households, 15,807 motor 
vehicles, and 22,721 batches of cargo had been insured, providing economic 
protection to state property worth 3.4 billion yuan. [Summary] [HK151506 
Guiyang Guizhou Provincial Service in Mandarin 2300 GMT 9 Feb 84 HK] 


JILIN FINANCIAL REVENUE--Jilin Province has fulfilled the financial revenue 
target for the Sixth Five-Year Plan period, 2 years ahead of time. The revenue 
and expenditure of the whole province are balanced and the province has surplus 
revenue. In 1983, the province produced 1,434 million yuan of revenue, over- 
fulfilling the budget plan by 14.7 percent, a 19.8 percent increase over 

1982. (Sumrary] [SK220402 Changchun Jilin Provincial Service in Mandarin 
2200 GMT 19 Feb 84 SK] 


CSO: 4006/319 
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MINERAL RESOURCES 


BRIEFS 


HENAN GOLD PRODUCTION--Henan Province overfulfilled 1983 quotas for gold 
production and capital construction for gold production. Last year, the 
gold front in the province made profits of some 11.4 million yuan, which 

was 143 percent of the 1983 quota. Output of gold in the province last year 
was 17 times greater than in 1975 when the province began extracting gold. 
The province's gross output of gold ranks third in the whole country. The 
province abounds in gold deposits and is one of the four large gold produc- 
tion areas in our country. [Summary] [HK200306 Zhengzhou Henan Provincial 
Service in Mandarin 1030 GMT 12 Feb 84 HK] 


CSO: 4006/319 


46 











CONSTRULTION 


SHANXI ANNOUNCES KEY CONSTRUCTION PROJECTS 
HK180701 Taiyuan Shanxi Provincial Service in Mandarin 2300 GMT 15 Feb 84 


[Text] The State Planning Commission recently announced 123 key projects to 
be organized in 1984 according to rational construction cycles. There are 
1l projects in Shanxi, plus 4 [word indistinct] projects, totalling 15. 
These key state construction projects in Shanxi are: 


Four projects in the coal industry, namely 3 shafts at Wujiao mining area 
with a designed capacity of 8.5 million tons; 3 shafts at Datong mining area, 
with a designed capacity of 8.” million tons; 4 shafts at Yangquan mining 
area, with a designed capacity of 7.09 million tons; and the first stage 

of (Pingshuo) opencast coalmine, with a designed capucity of 15 million 
tons. 


Four electric power projects: Datong No 2 power plants, with total insialla- 
tion of 12 million kilowatts; (Rentou) power plant with total installation 

of 800,000 kilowatts; (Zhangze) power plant with total installation of 200,000 
kilowatts; and 500,000 volt high-tension power transmission lines from 
(Rentou) to Beijing and Tianjin via Datong. 


Five railroad projects: the double-tracking of the line from Xiuwen to Houma 
on the southern section of the Datong-Puzhou line; the double-tracking and 
electrification of the northern section of the Datong-Puzhou line; preparatory 
projects for the line from Datong to Qinhuangdao; double-tracking and elec- 
trification of the ng-Baotou line; and double-tracking and electrifica- 
tion of the (Tai-J ine. 


One non-ferrous metallurgical and one chemical industry project: the Shanxi 
aluminum plant, with output of 500,000 tons of aluminum ore and 200,000 tons 
of aluminum oxide; and the project to produce 300,000 tons of synthetic 
ammonia, 900,000 tons of nitrate fertilizer, and 540,000 tons of ammonium 
nitrate at the Shanxi chemical fertilizer plant. 


Of these projects, those at Yangquan mining area, (Pingshuo) opencast coal- 
mine, (Rentou) power plant, (Zhangze) power plant, the double-tracking of 

the northern section of the Datong-Puzhou railroad, and the Datong-Qinhuangdao 
have been newly added in 1984. 


CSO: 4006/319 
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CONSTRUCTION 


SALE OF GOVERNMENT-BUILT HOMES TO EASE SHORTAGE 
0W241533 Beijing XINHUA in English 1513 GMT 24 Feb 84 


[Text] Beijing, 24 February (XINHUA)--By the end of 1983, 1,619 government- 
built apartments had been sold to individuals in four cities, as part of the 
nation's effort to ease the housing shortage. 


The cities are Zhengzhou, capital of Henan Province, Changzhou in Jiangsu 
Province, Shashi in Hubei Province and siping in Jilin Province, according to 
the China Housing Construction and Development Corporation. 


Another 1,000 apartments covering a floor space of 50,000 square meters are on 
sale in the cities, a corporation spokesman said. 


The apartments are either built by city governments or buyers’ work units with 
the units’ funds. "An apartment will be private property after sale," the 
spokesman said. Money from apartment sales will again be used for housing 
construction, he added. 


Housing in China's urban areas is built and distributed by work units and 
local governments. The rent is nominal, barely enough to cover the maintenance 
and repair costs. 


An apartment of 50 square meters is priced at 9,000 yuan (about $4,500 U.S.). 
Prospective home-owners pay only one-third of the cost, the balance being 

covered by their work units or local governments. Buyers may pay on installments 
over a period of 5 to 20 years. 


"But the price will be cut by 20 to 30 percent if the buyer pays in a lump,” 
the spokesman said. Banks in the four cities have provided loans for apartment 
purchases. 


Apartment sales mark a major step in China's housing management reform started 
in 1979. The reform is aimed at commercializing the country's housing con- 
struction in order to reduce the burden on the state treasury and ease the 
acute housing shortage, the spokesman said. 


The four cities have been visited by officials from 60 other cities. Many 
local governments plan to try out the apartment sale program, the spokesman 
added. 


CSO: 4020/81 
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CONSTRUCTION 


GOVERNOR'S INSTRUCTIONS ON CONSTRUCTION PROJECTS 
HK240848 Kunming Yunnan Provincial Service in Mandarin 1100 GMT 23 Feb 84 


[Vext] At a recent provincial meeting for key construction projects, the 
decision was made that while ensuring the construction of the Kunming sodium 
bicarbonate plant and (Lubuge) power station, two of the national key projects, 
it is necessary to implement the system of supplying materials in sets under 
contract for construction of the (Xiaolongze) coal mine, Yunnan phosphate fer- 
tilizer plant, (Pengpu) sugar refinery and Kunming cigarettes factory--a dozen 
or so important projects--so as to step up the pace of construction and put 
them into production on schedule. 


In order to implement the party Central Committee's principle on controlling 
the scope of capital construction so as to ensure the construction of key pro- 
jects, while ensuring the national key projects, the province has selected 39 
key projects in the fields of coal, electricity, building materials, light 
industry, water conservancy and education, so as to concentrate financial and 
material powers in stepping up the pace of construction. 


During the meeting, Governor Pu Chaozhu listened to a report on the situation 
at the meeting, and made instructions on stepping up the pace of construction 
in key projects. The province's departments concerned one by one ascertained 
the funds, designs, material, equipment and construction force for 31 local 
projects, and worked out measures for stepping up the pace of construction. 


The meeting required departments and localities concerned to make concerted 
efforts and work in close coordination in supporting in a big way the con- 
struction of key projects and the important items. 1) It is imperative to 
strengthen leadership and determine the responsibility of the construction 
projects. The units in charge of the construction, the banks and departments 
in charge of design, material and construction should all set up explicit re- 
sponsibility systems; 2) it is imperative to do a good job in the supply of 
building materials and equipment; under the premise of ensuring the construc- 
tion of the national key projects, the province's materials supply departments 
should ensure the supply of materials for capital construction needed by the 
dozen or so projects under contract, in accordance with their construction 
schedule and the q: antity required in the budget; and 3) it is imperative to 
strengthen management in construction; units in charge of the key projects and 
important construction projects should take an active part in implementing var- 
ious forms of the economic responsibility system, strengthen management in con- 
struction, shorten and construction period, lower building cost, raise quality, 
ensure the completion of projects and putting them into production on schedule, 
and achieve better economic results. 
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CONSTRUCTION 


BRIEFS 


HEILONGJIANG COLLECTIV® CONSTRUCTION ENTERPRISES--Heilongjiang Province has 
now more than 2,000 coliective construction enterprises staffed by more than 
380,000 people, 5 times those of state construction enterprises. Their annual 
construction and installation capacity totals 1.4 billion yuan. In 1983, 
collective construction enterprises in cities, towns, and counties undertook 
4.5 million square meters of housing and public facility construction and 
completed 2.5 million square meters, more than 60 percent of those completed 
by all construction enterprises. They completed 540 million yuan worth of 
installation work, more than 50 percent of the volume completed by all con- 
struction enterprises. These collective construction enterprises have become 
effective assistants to state enterprises in large cities, major forces in 
medium and small cities and basic forces in counties and towns. Two-thirds 
of new urban residential houses were built by collective enterprises. 
[Excerpt] [Harbin HEILONGJIANG RIBAO in Chinese 19 Jan 84 p 2 SK] 


HEILONGJIANG SERVICE COMPANIES--In Heilongjiang, production capital goods 
service companies, which are subordinate to supply departments, have tried 
all means possible to serve production and the people's life. Their 1983 
business volume totaled120 million yuan, 10.29 percent more than in 1982 
and nearly 200 percent over 1979. [Summary] [Harbin HEILONGJIANG RIBAO 
in Chinese 23 Jan 84 p 2 SK] 


JIANGSU HOUSING CONSTRUCTION--Last year Jiangsu had 2,141 collective-run 
building enterprises located in counties, townships and rural areas, employing 
a total of 660,000 staff members and workers. Over the past 4 years they 

have built new houses totaling 200 million square meters of floor space for 
over 3 million households in rural areas. Last year they also built houses 
totaling 10 million square meters of floor space in Jiangsu's 13 cities. 
[Summary] [0W200231 Nanjing Jiangsu Provincial Service in Mandarin 1100 

GMT 9 Feb 84 Ow] 


SHANDONG KEY PROJECTS--Shandong Province will undertake 11 state key projects 
in 1984. These projects include the construction of the Yanzhou mining area, 
the (Zaoteng) mining area, the Shiheng power plant, the (Zouxian) power plant, 
Shengli oilfield, Shijiu port, Qingdao port, the multiple tracking of the 
Jiaozhouwan-Jinan railway, the (Xinghe) railway section, and the Qilu ethylene 
project. After completion, Shandong Province will increase its coal mining 
capacity by 10 million tons; port handling capacity, 18.9 million tons; power 


50 





capacity, 1.2 million KW; railway lines, 750 kilometers; and crude oil 
extracting capacity, some 5.4 million tons. The first phase of the multiple 
tracking of the Jiaozhouwan-Jinan Railway, and the Xinglongzhuang coal 
dressing plant will be completed and put into operation in 1984. [Summary] 
{Jinan Shandong Provincial Service in Mandarin 2300 GMT 14 Feb 84 SK] 
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DOMESTIC TRADE 


ANTI-SMUGGLING CAMPAIGN REVIEWED 
Fuzhou FUJIAN RIBAO in Chinese 29 Dec 83 p 1 


[Report from the Provincial Smuggling Strike Force by Chen Bizhen 
[7115 4310 3791]: “Our Provincial Anti-Smuggling Campaign's Success 
is Striking; All Localities Must Continue to Pay Close Attention and 
Not Slack Off") 


[Text] This year, our provincial anti-smuggling campaign has achieved 
striking results. Smuggling activities on the seas have basically been 
halted and overland smuggling has also been greatly reduced. 


For the past year, every locality has conscientiously acted in the spirit 
of the State Council's instructions to "consolidate success, prevent 
relapses and strive for even greater triumphs." They have augmented 
investigation and deliberation and promptly mastered the new trends and 
new characteristics of smuggling and scalping. They have persevered, 

and have stressed attacks on smuggling activities at sea and have stressed 
cutting off land routes and ferreting out lairs. They have taken strong 
measures against active smuggling and destroyed the Dongsha sea area's 
contraband distribution center. They have taken vigorous measures to 
combat bands of smugglers and scalpers, hardened criminals, prime culprits 
and harborers. They have basically halted the unhealthy trends of 
smuggling and have energetically advanced agricultural and fishery develop- 
ment. Altogether, from January to November, 162 smuggling boats were 
captured, contraband worth a total of 28,750,000 yuan was uncovered and 
confiscated, 10,616 cases of smuggling and scalping were discovered and 
arrests made and a large cache of gold, miscellaneous silver, silver 
yuan, Hong Kong currency and other moneys was uncovered and seized. 


A few days ago the Provincial Smuggling Strike Force Leadership Group 
convened a Coastal Local (City) and County Smuggling Strike Force Con- 
ference in Fuzhou. They affirmed achievements, exchanged experiences 
and discussed and studied the tasks and measures for this winter's and 
next spring's anti-smuggling work. They demanded ‘hat every locality 
overcome the urge to slack off and lower vigilance, and also that they 
cultivate a long-term combat ideology to further expedite comprehensive 
anti-smuggling administrative work. Each locality must augment construc- 
tion of anti-smuggling troops and continue to attend to investigating 
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and punishing major and important cases. Particularly during the Spring 
Festival and the peak period of the winter fishing season, smuggling 

and scalping activities may appear repeatedly. Each locality should 

be rigorously vigilant, block off the seas, keep the land under close 
scrutiny, energetically attack and strive for new victories in the anti- 
smuggling campaign. 


12510 
CSO: 4006/228 


53 











DOMESTIC TRADE 


NEW TRENDS ON TEXTILES MARKET SURVEYED 
Nanjing XINHUA RIBAO in Chinese 23 Dec 83 p 2 


[Commentary by reporter Zhu Xinhua [2612 2450 5478]: "Next Year, Textiles 
Production in Our Province Must Adapt to Changing Market Trends" passages 
enclosed in slantlines printed in boldface] 


[Text] In the past few years, there has been an ample supply of goods 

on the textiles market in our province. There has been a rich variety 

of colors and designs, and quality has remained stable. There has been 
great improvement in the state of clothing among townspeople and villagers, 
and the situation that has appeared is better than any that has existed 
since the founding of our state. How is it that our provincial textile 
industry has developed this gratifying state of affairs and more than 
satisfied the needs of the masses? Recently, this reporter conducted 

a special interview with a leading comrade in the provincial Department 

of Textile Industries. 


This leading comrade from the provincial Department of Textile Industries 
said that currently, in our provincial and national textiles markets 

alike, new changes are appearing that are posing a rigorous test for 

us. Lf we want to satisfy the needs of the masses, then we must adapt 

to the constantly changing market trends. Next, he summed up our pro- 
vincial situation and gave this reporter an introduction to the new changes 
facing the domestic textiles market: 


l. The Level of Textiies Consumption is Rising Day by Day. People are 
demanding not only an increase in the volume of textiles, but also a 
rise in quality. They are demanding finer cottons, fiber synthetics, 
silks for summer wear and woolens for winter wear. In the marketplace, 
"five reasons for not buying" have appeared: don't buy if the item is 
not urgently needed, if the quality is poor, if the varieties are not 
new, if the design or style is not satisfactory or if the price is inap- 
propriate. 


2. The Volume of Demand for Textiles in Rural Markets is Increasing 
Steadily./ In the wake of development in the rural economy, the increase 
in peasant incomes exceeds that of city dwellers, and textiles consump- 
tion has also risen faster than in the cities. From 1978 to 1983, the 
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rural share of the provincial textile market rose from 62 percent to 
68 percent, while the urban share fell from 38 percent to 32 percent. 


3. The Domain of Textiles Consumption is Broadening as Time goes on. 
Whether in towns or in villages, the functions of textiles have all gone 

a step beyond covering the body and keeping out the cold, and have shifted 
to dressing up and adornment for the beautification of life. The range 

of textile uses has already developed beyond clothing to include bedding, 
coverings, hangings, padding and adornment, and thus auxiliary supplies 
are called for. 


4. The Replacement Cycle for Textiles is Growing Ever Faster. Differ- 
ences in the diversity, popularity, seasonality and regionality of textiles 
are increasingly evident, and these aspects are ever more short-lived. 
Dresses, in particular, must be not only fashionable and stylish, but 

also personalized at the outset. Because of this, the popularity cycle 

of designs, colors and styles is even shorter. 


5. Market Competition in Textiles is Increasingly Fierce. Cloth coupons 
are not necessary for textiles, so the market is wide open. This explains 
why the textiles production situation is good on the one hand, and why 

the range of selection for consumers is broad on the other hand. Under 
the conditions of a buyer's market, fierce competition must appear and 
textiles in outmoded styles or designs and of inferior quality or high 
price must be eliminated batch by batch. Commodities and prices must 

be subject to comparison and survival of the fittest must prevail. 


How can our provincial textiles industry adapt to changing market trends? 
The leading cadre in the provincial Department of Textile Industries 

said that in the face of profound changes in the textiles market, we 

must gain a clear understanding of the situation and seize the opportunity 
to "change tracks" and "break out of the mold." We must switch from 

our emphases on output values and yields to a track centered on increasing 
economic benefits. We must change over from a pattern of simple produc- 
tion to one of production management. We must proceed from the demands 

of the market, give first priority to the quality of varieties, constantly 
change product composition, speed up product development, adapt to new 
changes and new demands in the market and meet the challenge that con- 
fronts us. 


The leading cadre from the provincial Department of Textile Industries 

said that in 1984 we must concentrate on the following kinds of work: 
First, we must further strengthen the market mentality, do a good job 

of market surveying, research and forecasting, and change our management 
ideology. We must make the market the focus of attention and the foothold 
for our textiles production management, and organize our forces according 
to plan to survey, research and forecast the market. We must research 

the consumption mentality and differing needs of each type of person. 

In the past, our management ideology and survey and research work has 

most frequently adopted an urban angle and has relatively less often 
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set foot in rural areas. Research has most often been directed towards 
the needs of young people, particularly young ladies, and has less fre- 
quently focused on the needs of middle-aged or older people and children. 
There has been a lot of research into wearing apparel, but little consider- 
ation of articles for use as adornments. Hereafter, we must conduct 

a thorough survey and research into things urban and rural, male and 
female, old and young and things for wearing and for other uses. Especi- 
ally in rural markets, we must both popularize and disseminate all kinds 
of new products, and develop products that are suited to rural apparel, 
usage and price requirements. In line with this guiding ideology we have 
recently conducted an analysis of 17 categories of products. We have 
actively increased production of polyester-cotton blends, polyester knit 
goods, coarse woolens and 10 other types of products that sell well in 
towns and villages. We have cut down on sweat suits and three other 
types of products for which production exceeds sales, and we have ceased 
production of pure cotton khaki, poplin and other varieties that have 
been kept in stock too long waiting to be sold. 


Secondly, we must adapt to market changes, further adjust product composi- 
tion, speed up the development of new products and improve our competi- 
tive capabilities through new, superior, attractive and inexpensive goods. 
We must increase the proportion of synthetic fabrics, continue research 
and development of new varieties of synthetics, adopt every type of fiber 
and produce more types of blended and interwoven synthetic products. 

To raise the proportion of knit goods, particularly knit outer wear, 

and assure quick popularity, rapid replacement and high-volume sales, 

we must create planned production of more varieties and designs and promote 
knitted outer wear and fashionability. We must increase the proportion 

of medium- and high-grade products, develop fabrics with high yarn counts, 
broad widths, brushed woolens, ginred cottons, bright colors and resined 
shrinkproof finishes and so on. We must raise product quality and satisfy 
all kinds of consumers’ needs. We should develop products of pure cotton 
fabric, and bring fully into play the special characteristics of cotton 
fabrics: that they breathe freely, absorb moisture, are soft, warm and 
keep the wearer cozy. We must develop more varieties of undergarments, 
bedding articles and also products for older people, cyildren and peasant 
laborers to wear. We must increase the proportion of clothing and articles 
of adornment. We have already formulated a plan to establish several 
design research centers, each with its own characteristic clothing and 
articles of adornment, in Suzhou, Wuxi, Changzhou, Nanjing, Yangzhou 

and other cities. We have decided on a selection of textile mills and 
have established a production base and auxiliary developments to effect 

a change, step by step, in our provincial difficulties with cloth sales 
and clothing purchases. In regulating composition and product development, 
we must work hard to achieve production of greater variety and smaller 
batches in all products. As far as possible, we must shorten the turnover 
time and make every effort to produce goods that are stylish, varied 

and personalized. Products should be good, cheap and should conform 

to all consumption levels. 
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Once again, we must dredge market channels and do a good job of adminis- 
trative and service work. Next year, we must open up comprehensive 
coordination of textile production and marketing. At the same time as 

we bring the main-channel role of state-run commerce into play, we must 
give free rein to the roles of each kind of subsidiary channel. Under 
united leadership, policies and planning, we must invigorate management 
and enliven the market. We should concentrate on opening up rural markets, 
setting up more wholesale network outlets and creating more joint- 
management or trade centers for exhibition sales, commission sales and 
door-to-door peddling. Management style must be flexible and services 
and packaging must be good. We must be particular about reputation and 
employ good service to strengthen and expand the market. 


12510 
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DOMESTIC TRADE 


QINGHAI IMPROVES RESULTS IN COMMERCIAL WORK 
HK160826 Xining Qinghai Provincial Service in Mandarin 1100 GMT 15 Feb 84 


[Summary] According to QINGHAI RIBAO, the province's commercial departments 
at various levels have worked hard to expand commodity circulation, to enliven 
the purchasing and marketing business, and to raise economic results. They 
have achieved initial results in purchasing and marketing reform. 


"1. They have persisted in planned purchasing and marketing and have 
enlivened purchasing and marketing." They purchase agricultural, animal 
husbandry, and sideline products in a unified manner. This has promoted 
commodity production. In 1983, the purchase of beef cattle, goats, and pigs 
increased by 2.2 percent over the previous year. The total purchase value 
of local industrial products rose by 6.1 percent over the previous year. 


"2. They have brought into play the principal or secondary role of state- 
run commerical units and cleared the channels of circulation." Under the 
condition that various industrial and economic forms exist simultaneously, 
state-run commerical units have strengthened and improve their wholesale 
work, and this has enabled the retail sales volume of consumer goods to 
increase in agricultural areas and in places under the county level. 


"3. They have restored cooperation among supply and marketing cooperatives." 
At present, most of the grassroots supply and marketing cooperatives have 
carried out initial reform. Through implementing the peasants' rights for 
shares, sharing out bonuses, establishing a democratic management system, 
holding mass meetings for commune members, and electing boards of directors 
in a democratic manner, supply and marketing cooperatives have strengthened 
management and increased flexibility in carrying out vocational work. 


"4. They are consolidating enterprises and reforming the management and 
administrative system." Consolidation work and system reform in supply and 
marketing enterprises are being carried out in a synchronous manner, and 
rapid development has been achieved. Consolidation work in commerical enter- 
prises is being carried out in selected units. By the end of 1983, 187 indus- 
trial and supply and marketing enterprises were consolidated, and 60 percent 
of them were up to standard. 


CSO: 4006/319 
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DOMESTIC TRADE 


BRIEFS 


HEILONGJIANG DEFICIT REDUCTION--State-run commercial units in Heilongjiang 
netted a profit of 73.87 million yuan last year, exceeding their profit quota 
of 45 million yuan. Loss-making units reduced their deficits by 34.45 million 
yuan, a decline of 16.1 percent from 1982. Supply and marketing cooperatives 
in the province netted a profit of 47.45 million yuan, exceeding their profit 
quota of 43 million yuan. Deficits of loss-making cooperatives showed a 
decline of 57.6 percent from 1982 and the number of loss-making cooperatives 
dropped by 44.3 percent. [Excerpts] [SK180450 Harbin HEILONGJIANG RIBAO 

in Chinese 19 Jan 84 p 1 SK] 


CSO: 4006/319 
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FOREIGN TRADE 


UTILIZING IMPORTS TO SERVE EXPORTS 


Beijing GUOJI MAOYI [INTERNATIONAL TRADE] in Chinese No 11, 27 Now 83 
pp 30-33 


[Commentary by He Xinhao [0149 2450 3185]: "Utilizing Imports to Serve 
Exports Is a Strategic Policy for the Development of China's Foreign Trade”) 


[Text] I. The business of “utilizing imports to serve exports” is a 

type of flexible foreign trade method developed over a long period through 
foreign trade practice. Its basic content is summed up as: “Import mater- 
ials for processing,” “import parts for assembling" and “import while 
exchanging products for export.” The specific method has two forms: One, 
the state, through a plan, imports raw and processed materials or component 
parts, and the goods through distribution channels are assigned to produc- 
tion departments to manufacture finished products for export. For example, 
we import cotton and chemical fibers which are manufactured into textile 
goods by textile industry departments for export. The second form is 

for the state, through a plan, to allocate special foreign exchange to 
foreign trade departments and for the foreign trade departments, based 

on actual market conditions, to select products for which domestic production 
potential exists and with marketability potential abroad. The foreign 
trade companies and production departments link up directly, plan the 
supplemental raw materials or retail parts that must be imported, carry 
out the processing and assembly for export or they import a few products 
that the production department or the production enterprises need urgently 
and expect marketable productions in exchange. Experience over the years 
has proved that utilizing imports to serve exports has already become 

an indispensable component of China's foreign trade. In 1982, the export 
of products utilizing imports to serve exports constituted approximately 
40 percent of China's total annual foreign trade purchases. 


Utilizing imports to serve exports plays an important role in expanding 
foreign trade and promoting the development of the national economy, and 
economic results are especially outstanding. This is particularly illus- 
trated below. 


(1) Foreign exchange investments multiply, and foreign exchange income 
increases. Based on statistics, from 1979 to 1982 for the entire nation 
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every U.S. dollar utilized in imports to serve exports could yield $1.58, 
creating a foreign exchange earning rate of 58 percent, and this is truly 
impressive. The foreign exchange from exports received from utilizing 
imports to serve exports constituted nearly 30 percent of the nation's 
export fore.gn exchange. Calculated according to RMB, the exchange cost 
of most export commodities that use imports to serve exports was on the 
average lower than export commodities. 


(2) Through using imports to serve exports, the potential of a large 
amount of factory equipment was taken advantage of, and employment oppor- 
tunities for workers increased. At present, there are a large number 

of factories in each area that are engaging in production which utilizes 
imports to serve exports. For example, there are more than 6C° in Liaoning 
Province with approximately 80,000 employees. There are more than 300 
factories in Tianjin with over 300,000 employees, and in Guangdong Province 
there are more than 1,000 factories in the light industries system alone. 
Based on the calculations of the circumstances of a number of regions 

and departments that have launched utilizing imports to serve exports, 
every $10,000 of foreign exchange utilized can support the employment 

of 20 people. If the entire country utilized $25 billion, the number 

of people employed could exceed 5 million people. 


Because factories are going into full operation and employment is expand- 
ing, not only is the income of workers increasing, but through the increased 
payment of taxes and profits, this will also be advantageous to our national 
accumulation. According to the calculations for a number of regions, 
forevery U.S. dollar of imported material that is processed, factories 

and financial departments together can receive approximately 1.5 yuan 

in taxes and profit. 


(3) Through the processing of imported materials and export exchange, 

we have caused production departments to receive high-quality raw mater- 
ials, component parts and key equipment, and we have raised the techno- 
logical level of commodity export production, speeded up the escalating 
trade of products and filled the gaps of a few export products. These 
types of economic results will be gradually reflected in future years. 

If we compute the increase in foreign exchange import goods received from 
utilizing imports to serve exports, and the chain effect when put into 
social reproduction, then the comprehensive results of the social economy 
cannot be underestimated. 


Up to now, in China's launching of flexible forms and methods of trade, 
the scale of utilizing imports to serve exports has been great, the earn- 
ings have been immense, it is relatively coordinated with China's current 
economic system, there are fairly few contradictions and it is welcome 

in all respects. We are completely justified in saying that this gives 
full play to the effect of China's foreign trade, and it fully utilizes 
the beneficial form of the international market. 
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II. Although our development in the business of utilizing imports to 
serve exports until today has been on a fairly large scale, great dispar- 
ities still exist compared with similar export business of some of the 
world's nations. The role of this business in our foreign trade and the 
recognition of the significance for the development on our economy also 
remain to be further improved. 


The most important content of the business of utilizing imports to serve 
exports to import materials and precess and assemble them and its essence 
is the processing trade. International processing trade is fairly common. 
This so-called processing trade consists of importing raw and processed 
materials and component parts from alroad, processing them and manufac- 
turing finished products for export and with earning of foreign exchange 
as the direct goal. Or it is, om the basis of guaranteeing foreign ex- 
change cost turnover, the processing of goods demanded by our own country's 
market. Under most circumstances these two goals are being pursued simul- 
taneously. The processing trade is time-honored, and in a certain sense, 
today's international trade developed from this processing of imported 
materials and their trade. After Great Britain completed its industrial 
revolution, it became the factory of the world, processed the world's 

raw materials and exported products to the world. For 200 to 300 years, 
with the development of industry ever more contries have relied on the 
processing trade to develop their own country's foreign trade and economy. 
Japan, Singapore, Hong Kong and many medium-sized and small European nations 
have this type of economy. According to Japan's data, in 1978 Japan inm- 
ported 560 million metric tons of merchandise and, after processing, ex- 
ported 80 million tons. The average ton of merchandise that it imported 
cost $142, and the average ton exported cost $1,220. From this it can 

be deduced that Japan, through importing raw materials for processing, 
excevt for satisfying the large needs of its domestic market, still earned 
approximately $20 billion in pure foreign exchange income. Japan's steel 
and chemical industry and its textile exports are all established on the 
basis of importing materials for processing. As far as commodities are 
concerned, coffee, cocao products, refined oil, chemical fibers and other 
goods on the international market are, for the most part, export products 
that have been imported and processed. Industrially manufactured mechanical 
and electrical products are mostly export goods that have been assembled. 
According to reports, 40 percent of the world's electrical products are 
manufactured from imported component parts. In the future, even though 
industrialized countries can do more and more, the distribution of the 
world's natural resources is not balanced. Each nation's technological 
level has strong and weak points, and the international distribution of 
labor and the world's processing trade are still continuing to develop. 


From the viewpoint of international circumstances, countries with little 
land, dense population and a lack of natural resources must pay special 
attention to developing their processing trade. The reason is very simple: 
only when a nation's labor force receives sufficient implements of produc- 
tion and means of production can it form social production forces and 
create riches and raise the standard of living. Countries with insufficient 


62 





natural resources should, by importing raw materials and processing finished 
products, repeat this process in endless cycles and achieve economic 
development. 


China, from the viewpoint of basic national conditions and the current 
economic structure, must strive to develop the processing trade in both 
of these respects. An important characteristic of China's national condi- 
tion is that the population is large and its land area small. After 

2900 AD, the population will reach 1.2 billion, and the average living 
area of the people will be even smaller. This is a serious problem that 
is real and latent. Clearly, it will be difficult to develop greatly 

the production of agricultural materials (such as cotton) that take up 
large amounts of land. Although China can be said to be a country with 
abundant natural resources, yet calculated according to the industrial 
scale and a person's average amount of land, China's natural resources 
are also not that abundant. From the viewpoint of the economic organi- 
zations that have been formed in the more than 30 years since the found- 
ing of our nation, our processing industry greatly exceeds the raw mater- 
ials industry. Insufficient and short supplies of materials often affect 
the normal operation of China's economy. Thus, China, in its contact 
with foreign economies, except for making the widest possible use of 

its natural resources to process finished products for export, must still 
fully utilize its special characteristics of a large labor force and 

a people who are rich in intelligence and skill and possess surplus capa- 
bility and, on the basis of equality and mutual benefit, must import 

a large amount of raw and processed materials from abroad, process fin- 
ished products for export and use the income from exports to import the 
emans of production and the articles of daily use that our people need. 
This way we can use our advantages and minimize our weaknesses in the 
world economy. This is one road to speeding up China's economic develop- 
ment. 


Utilizing imports to serve exports is also an effective method at present 
and in the future for stimulating foreign trade and promoting an active 
domestic economy in China. China is a socialist nation with public owner- 
ship of the means of produczion as its basis. The organization and con- 
struction of the social economy have planned guidance as its key. The 
experience of our planned economy bears out that it must complement the 
capability of a market readjustment to give full play to the potential 

of the socialist economic system. On the one hand, socialism's foreign 
trade must, under planned guidance, be active so it can develop in a 
coordinated manner with the entire national economy. On the other hand, 
on the basis of market changes, it must flexibly arrange imports and 
exports, enable the comprehensive balance required by social reproduction 
to be both quickly and competently realized and cause social labor to 
attain the greatest savings. An important characteristic of the business 
of utilizing imports to serve exports is that foreign trade departments 
and enterprises have greater autonomy, production enterprises have more 
flexibility and industry am’ trade organizations at the grass roots level 
are directly connected and can, based on changes in the international 
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market, flexibly organize the production and export of products, replenish 
planned work that is insufficient, cause the entire economy to be more 
brisk and cause social wealth to increase even quicker. 


Thus, we say that utilizing imports to serve exports is an expedient 
measure. It definitely is a strategic measure for China in fully utiliz- 
ing the international market and foreign natural resources, giving play 
to its superiorities, emphasizing advantages while minimizing weaknesses, 
speeding up the development of foreign economic trade and promoting the 
maturing of its economy. 


III. In order to develop this business further, we must adopt a few 
effective measures. 


First, we must free ourselves from old ideas and relax restrictive policies. 
This so-called freeing of ourselves from old ideas is really proceeding 
from actual conditions to reform rules and regulations that are in force. 
Even though in our business of utilizing imports to serve exports there 
are relatively complete rules and regulations, in a few respects they 

are unable to suit completely the needs of further developments in this 
business. For example, the business scope of current stipulations dees 
not include the importation of the key equipment, tools or technology 
used in processing. Yet experience bears out that if foreign trade de- 
partments are able to import some small-sized key processing equipment 

and tools for a few enterprises producing export products, the enterprises 
can then quickly expand their production capability, increase their volume 
of export and raise product quality. Also, the business scope of the 
rules and regulations in force does not include the exchange of industrial 
products. Yet with the reform of our economic system and the expansion 
of the autonomy of enterprises, both in industry and agriculture the 
selling of our own products outside of the plan has increased. Thus, 

the scope of exchange of utilizing imports to serve exports must also 
increase correspondingly. The import and export tax revenue and the 
industrial and commercial tax revenue currently in force are definitely 
favorable. Yet at present the relevant import and export preferences 

for compensatory trade and joint venture and foreign venture enterprises 
have already surpassed the preferential treatment for utilizing imports 

to serve exports. This type of situation is not suitable in terms of 

the benefits for this business and the benefits for the entire economy. 
All these very good things can lead to a suitable readjustment. 


Second, we must correctly handle the relationship between import and 
export both within and outside of the plan. Because a number of produc- 
tion enterprises that are exporting products utilizing imports to serve 
exports are able to receive a few import raw materials or commodities 
directly, the initiative of these enterprises is naturally a bit higher. 
A few comrades are worried that because of this we will produce a few 
people who fervently engage in export outside of the plan. This type 

of fear is certainly reasonable, yet because of this we should not hamper 
the initiative of the business of using imports to serve exports. The 
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key problem is to improve planned work and to maintain the seriousness 
and reasonableness of the plan. Seriousness means that the duties within 
the plan must be completed. Only in completing the tasks within the 

plan can we engage in exports outside of the plan. Reasonableness means 
that based on a certain principle (i.e., according to economic growth 

or the rate of increase in foreign trade), stipulating the increase of 
exports within the plan; moreover, we must, within a certain time, main- 
tain a relatively stable rate of increase. We must not have "particular 
things improving with the improvement of the general situation” and must 
not rashly increase the plan's tasks, and any imports that can be brought 
into line with the plan in utilizing imports to serve exports should 
fully be brought into line. Any imports and exports outside of the plan 
must be given a free hand to allow industrial and trade departments to 
strive to launch then. 


Third, wemust correctly handle the relationship between the importation 
of raw materials and domestically produced raw materials. Due to the 
development of the domestic raw material industry, expecially the devel- 
opment of the domestic chemical fiber industry, production departments 
oppose the import of certain raw materials and demand that export produc- 
tion utilize domestically produced raw materials. This kind of inclination 
is natural, and we must encourage the development of domestically produced 
raw materials. Moreover, after our domestically produced raw materials 
and retail parts have developed, we should promptly change from processing 
with imported materials to processing with our own materials. However, 

no matter what, we must have a policy that does not affect export. Only 
after raw material production departments have offered sufficient techno- 
logical testimony and have been specially appraised to be capable of 
guaranteeing that export goods achieve export demands can they then 

have the authority to demand a halt to the importation of materials. 
Otherwise, the state should not easily go along with this demand, lest 

the business of processing with imported materials be disturbed. Only 

in this way are we able to urge domestically produced raw materials to 
develop in the direction of international standards. 


Fourth, we must improve our method of economic accounting. Because pricing 
systems at home and abroad are different, the prices of raw and processed 
materials on the domestic market are generally lower than the prices 

on the international market, yet the prices of our manufactured goods 

are just the opposite. Under these circumstances, when foreign trade, 
based on the relationship between buying and selling, organizes the import 
of materials, the profits of production departments are protected, but 
foreign trade exports are often produced at a loss. This type of situation 
is unable to reflect accurately the complete picture of all economic 
results using imports to serve exports and causes contradictions to arise 
in local, central government, industrial and foreign trade profits. The 
complete solving of this problem is dependent on great reforms in the 
economic system and foreign trade system. Under the current system, it 

is best to carry out foreign trade processing on commission and ensure 

the reasonable profits of industrial departments and for foreign trade 
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departments to appraise economic results according to international market 
prices. If losses are incurred in RMB, then we must allow exemption 

from the relevant tax and, based on the calculations of the state's overall 
method, decide which items to use. It is best for the state to formulate 
clear conditions in order to readjust economic benefits between depart- 
ments and as much as possible to avoid situations that occur due to in- 
ternal problems causing beneficial items of the state's overall situation 
to be unable to develop. 


Fifth, improve the form of management organization. Currently, utilizing 
imports to serve exports uses planning departments as a backing, special- 
ized foreign trade companies as the guiding factor and commodities as 

a starting point and relies on industrial departments for coordination. 
Foreign trade departments are responsible for organization and economic 
accounting and combine the business of utilizing imports to serve exports 
with the regular import and export trade. This type of method has effec- 
tively spurred the launching of the business. It is an important exper- 
ience, and in the future we must continue to maintain it. However, foreign 
trade departments for organizing this business are still in the preliminary 
state of being concurrently in charge of two things in business development 
and are lacking a specialized organization and special people who usually 
study and handle the relevant problems of the development of this business. 
The methods of each foreign trade company are not identical: some are 
managed by planning departments, some by shipping departments. This 
type of situation does not suit the demands of further developing business. 
I recommend that it would be best for foreign trade companies to establish 
internally a special organi.ation. Its functions would not replace the 
import and export business of business departments; rather, it would 

play the role of organizing, coordinating and researching, so as to spur 
the development of this business. Further, seeing that the relevant 
import and export goods of this business often cut across company and 
departmental lines, the economic accounting is also rather complex, and 
there are a few exchanges and trades that must cut across provincial 
lines. Thus, in systematic reform, it is also desirable to consider 
establishing a type of special comprehensive foreign trade company or 
service company. This type of company would be closely coordinated with 
foreign trade commodity-specialized companies, and any import and export 
foreign trade commodity-specialized companies capable of bearing any 
import and export business would continue to bear this business, The 
organization of any commodity-specialized companies that have difficulty 
handling their tasks would be carried out by comprehensive trade companies. 
At the same time, we can experiment with a few production enterprises 
being responsible for profits and losses in the business of importing 
materials and processing them for export. 


If the aforementioned problems can be competently solved, our foreign 
trade business of utilizing imports to serve exports can certainly develop 
greatly. 


12437 
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FOREIGN TRADE 


PRC, PHILIPPINES AGREE ON HOTEL VENTURE 
OW221304 Hong Kong AFP in English 1249 GMT 22 Feb 84 


[Text] Manila, 22 Feb (AFP)--Chinese officials have agreed to guarantee the 
entire funding for the construction of a 50 million five-star hotel in joint 
venture with the Philippine Government in the southern Chinese city of Guangzhou, 
an embassy official said today. 


Zhang Ho-pei, commercial attache of the Chinese Embassy here, told AGENCE FRANCE- 
PRESSE that officials of Guangdong Province assumed full responsibility for the 
funding of the Philippine-China Friendship Hotel because of the Philippines’ 
present difficulties in obtaining bank loans. 


He said Guangdong Province, the Chinese partner in the venture, will borrow 
from Hong Kong banks to fund the hotel. 


In a previous agreement signed by both parties last year in China the two were 
supposed to share the cost equally and share the profits for 10 years. 


Part of the revised agreement was signed yesterday by Roman Cruz, chairman of 
the hotel. It also contained Guangdong Province's commitment to give the 
Philippines 50 percent of the profits from the venture for 20 years instead 
of the 10 years previously. 


Mr Cruz, who is also chairman of the Philippine Airlines and the Manila Hotel, 
said China's assuming of the financial burden of the hotel construction 
especially at this time of economic difficulties "certainly mirrors China's 
greatness as a friend." 


The agreement also stipulated that the Philippines will supply the furniture 


and the fixtures as well as construction materials as well as the architectural 
design of the hotel. 


CSO: 4006/355 
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FOREIGN TRADE 


BRIEFS 


NEW OVERSEAS INSURANCE SERVICES--Beijing, 21 Feb (XINHUA)--The People's 
Insurance Company of China will offer new overseas insurance services this 
year to aid the country's growing economic and technical cooperation with 
other nations. Yuan Hua, the company's deputy general manager, told a 
national insurance conference which opened here today that the new services 
will include protection against risks involved in contract construction 
projects, installation engineering, labor services, shipbuilding and petroleum 
development operations. China's overseas insurance services made much headway 
in 1983, earning 9.5 percent more than in the previous year despite world 
economic recession, Yuan said. The company's income from petroleum develop- 
ment insurance alone at least doubled over 1982, while its offices in 

Hong Kong and Macao wrote policies worth more than 360 million Hong Kong 
dollars (over 46 million U.S. dollars) last year, a 9.5 percent rise over 1982. 
China earlier opened a number of new insurance services and adopted more 
flexible methods to promote overseas operations which were reinstituted in 
1979. Premium income from the newly-initiated services now accounts for 

22 percent of the country's overseas insurance revenue, as against 13 percent 
in 1982, Yuan Hua said. The People's Insurance Company of China paid indemnities 
in excess of 80 million U.S. dollars in 1983 to cover a dozen major overseas 
claims in shipping, aviation, petroleum development and goods deliveries, Yuan 
added. [Text] [(OW211250 Beijing XINHUA in English 1119 GMT 21 Feb 84] 


EXPORT DUTIES READJUSTED--Beijing, 18 Feb (XINHUA)--The General Administration 
of Customs readjusted duty rates on exports of seven commodities as of 
February 16. The duty on coal, previously 40 yuan per ton, is now 40 percent 
of price; that on apricot kernels falls from 20 percent to 10 percent and on 
tungsten ore and antimony from 30 percent to 20 percent. Duty is no longer 

to be levied on exports of soybeans, tung oil and turpentine. [Text] [0W180734 
Beijing XINHUA in English 0701 GMT 18 Feb 84] 


TIANJIN INTERNATIONAL TRADE CENTER--Tianjin, 16 Feb (XINHUA)--Preparations for 
building an international trade center in Tianjin, one of the largest industrial 
cities in north China, is well under way. According to the contract signed 

last October between the Tianjin International Trust and Investment Corporation 
and Sinli International Ltd of Hong Kong, the project will require an investment 
of 60 million yuan (about 30 million U.S. dollars) and cover an area of 6,800 
square meters. The main building is designed to have 31 stories, the highest 
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in the city. It is scheduled for completion by 1986. The center will contain 
offices and apartments for foreign businessmen, business rooms for Tianjin's 
foreign trade departments and Tianjin offices of various provinces and regions, 
exhibition halls, international conference halls and public services including 
post offices and shops. Part of the building materials and equipment will be 
imported. [Text] [OW161103 Beijing XINHUA in English 0647 GMT 16 Feb 84] 


FISH TO LIBYA--Hangzhou, 21 Feb (XINHUA)--The first 350,000 breeding freshwater 
fish left here yesterday by plane to Tripoli, capital of Libya. Various species 
of carp, bred by the Zhejiang provincial freshwater aquatic products experimental 
farm, were exported under a contract signed by the China International Agricul- 
ture, Animal Husbandry and Fishery Engineering Corporation and Libyan authorities. 
[Text] (OW211822 Beijing XINHUA in English 1505 GMT 21 Feb 84 Ow] 


FRG STEEL WIRE ROD IMPORTS--Beijing, 14 Feb (XINHUA)--A contract was signed here 
today on importing key facilities and know-how for a steel wire rod mill from 
the Federal Republic of Germany. The computerized mill is scheduled to go intw 
operation in 1987 at the Maanshan Iron and Steel Company, in Anhui Province. 

It will produce 400,000 tons of wire rods of carbon steel and low alloy steel. 
The contract was signed between the China National Technical Import Corporation 
and SMS Schloemann-Siemag Aktiengesellschaft of the Federal Republic of Germany. 
Seventy percent of the facilities for the mill will be built by China or through 
cooperation with FRG, while key facilities will be imported. [Text] [0W141600 
Beijing XINHUA in English 1457 GMT 14 Feb 84 OW] 


FOREIGN TRADE PLAN EXCEEDED--By the end of November our province had 
already exceeded the annual foreign trade plan one month ahead of schedule. 
Receipts from self-owned exports have already fulfilled 106 percent of 

the plan, and foreign trade purchases have already fulfilled 101.6 percent 
of the plan. These figures represent increases of 16 percent and 2 percent, 
respectively, over the same time last year. It is estimated that our 

total annual provincial receipts from self-owned exports could exceed 

600 million American dollars--an all-time record. Thirteen specialized 
import and export trade companies and 10 prefectures and cities throughout 
the province all may surpass the plan. [Text] [lianzhou ZHEJIANG RIBAO 


in Chinese 24 Dec 83 p 1] 12510 


CANNED FOOD DELEGATION TO U.S.--Guangzhou, 27 Feb (XINHUA)--A group of five 
experts left here today for the United States to provide an American firm 
with technical services for the production of Chinese-style canned meats 

and poultry. Under a 15-year co-production contract signed in April 1982, 

the Guangdong Provincial Food Industry Corporation will provide Chinese Native 
Products Ltd. of New York with technical advice on the manufacture of canned 
ducks, chickens and beef prepared in Guangdong style. Guangdong style cooking 
is [word indistinct] of the four best-known schools of [word indistinct] in 
China. The American company has already built a factory capable of producing 
2,000 tons annually in Des Moines, Iowa. [Text] [Beijing XINHUA in English 
1436 GMT 27 Feb 84 OW] 


cso: 4020/79 
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LABOR AND WAGES 


BRIEFS 


ANHUI MODEL WORKERS CONGRES.—With the approval of the provincial party 
committee and the provinciai government, the Anhui Provincial congress of 
representatives of model workers and staff members and of advanced units will 
be held in Hefei on 2 March. The congress will be the largest gathering of 
outstan¢‘re workers in our province in more than 20 years. The tasks for the 
congress eto implement the guidelines of the 12th party congress; summarize, 
e>-change, and disseminate advanced concepts and experiences; commend and award 
model workers and staff members for their outstanding work and significant 
contributions in building both material and spiritual civilizations; encourage 
healthy trends and enhance morale by commending the advanced and awarding 
model workers; and mobilize workers and staff members and the broad masses of 
the people in the province to create a new situation in modermization work that 
centers on increasing economic efficiency in the entire province. Preparatory 
work for the congress is being stepped up, and the broad masses of worbkers 

and staff members on various fronts throughout the province must greet this 
grand meeting of outstanding workers with practical deeds such as doing a good 
job in production work and making greater contributions. [Text] [O0W280802 

Hefei Anhui Provincial Service in Mandarin 1100 GMT 26 Feb 84] 


SICHUAN LABOR SERVICE COMPANIES--The labor service companies which were set up 
in all places in Sichuan Province have played an active part in arranging jobs 
for urban young people awaiting employment. By the end of last year, the 
province had set up some 1,600 labor service companies of various levels. 
According to incomplete statistics, the labor service companies have placed 
some 5,000 production, business, and service units under their control, which 
have fixed assets of some 47.6 million yuan. Over the past 2 years, the labor 
service companies have trained over 120,000 young people awaiting employment. 
The number of workers in the collective enterprises organized by labor service 
companies now reaches 115,000. All departments, bureaus, and committees of 
the provincial organs have set up labor service companies, which serve their 
own units in the aspect of production and livelihood. (Summary) [Chengdu 
Sichuan Provincial Service in Mandarin 2300 GMT 10 Feb 84 HK) 


CSO: 4006/325 
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TRANSPORTATION 


EXTENSION OF SHUANGLIU AIRPORT COMPLETED AHEAD OF SCHEDULE 
Chengdu SICHUAN RIBAO in Chinese 24 Sep 83 p 1 


[Article: "One of Our Nation's Large-Scale Modern Airports, The Hub of Air 
Transportation in the Southwestern Region") 


[Text] The extension project at Chengdu's Shuangliu Airport--the hub of air 
transportation for our nation's Southwest Region--has been completed head of 
schedule. It is now one of our nation's large-scale modern airports and will 
resume operation as of the 25th. 


Yesterday (the 23d) morning, the inspection and acceptance committee of the 
Shuangliu Airport extension project carried out, on behalf of the state, the 
technical inspections of the project; it concluded that first-class-airport 
standards had been attained in all targeted areas. 


The committee judged the engineering design, the construction work and the in- 
stallation of lighting as high-quality works. The completion, inspection and 
acceptance ceremony was held the same afternoon at the airport. Among the par- 
ticipants in the ceremony were leading cadres from the General Administration 
of Civil Aviation of China, Sichuan Province and the city of Chendu and repre- 
sentatives from other departments involved in the project. In his brief expla- 
nation of this extension project during the ceremony, the leading cadre of the 
inspection and acceptance committee said that the goals of low capital expen- 
diture, short construction time, high quality and good results had been achiev- 
ed. The leading cadre connected with this project from the General Administra- 
tion of Civil Aviation of China warmly praised this project for its successful 
completion ahead of schedule. There has been a constant increase in the number 
of passengers and the tonnage of cargo handled by Shuangliu Airport since the 
establishment of the Chendu Management Bureau of the Administration of Civil 
Aviation in 1955, and the growth has been even faster since the 3d Plenum of 
the llth Party Centra’! Committee. The origina] runway and other facilities at 
Shuangliu became outdated as our nation's four modernizations unfolded and as 
international contacts and tourism expanded. Consequently, Sichuan Province, 
with the permission of the central authorities, included the extension of 
Shuangliu Airport as one of the key construction projects. The extension pro- 
ject included the improvement and lengthening of the original runway, which was 
2,600 meters long and 60 meters wide, and of eight other areas. Work on the 
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project began on 1 April of this year, and it was scheduled to be finished in 

6 months. But the cadres and the workers and staff of the Fourth Section of the 
Sixth Company of the Provincial Construction Department and of the Fourth Sec- 
tion of the Installation Company, responding to the call for the spirit of 
self-motivation, braved extreme heat, overcame difficulty after difficulty, 
worked round the clock and fought one battle after another to ensure the quality 
and the early completion of the project. Many other units also enthusiastically 
participated in the construction and the installation of facilities and all 
contri! :ted to the early completion of the airport runway extension project. 

The extended runway at Shuangliu Airport is 2,800 meters long, the parking 

apron and some of the taxiways have been thickened, the runway has been leveled 
to meet first-class-airport standards and additional drainage and flood control 
structures have been constructed. Night flight lights have been installed to 
Satisfy the requirements of a first-class international airport. The high- 


tension electricity supply system has been improved and a second power source 
added. 


At the same time, the existing lounge and waiting area have been given a fresh 
coat of paint, inside as well as outside. The concourse has new drapes, sofas, 
cane chairs, flowers and bonsais. Improvements have also been made in the air- 
port restaurant, shop, hostel and other service facilities. The improvements 
will enable the airport to handle all the airplanes currently available in our 
nation and to provide better conditions for the transportation of passengers 

as well as cargoes. 


12535 
CSO: 4006/074 





TRANSPORTATION 


BRIEFS 





SHANDONG NEW RAILWAY--Jinan, 16 Feb (XINHUA)--Over 50 percent of the Yanzhou- 
Shijiusuo railway in Shandong, a key state construction project, has been 
completed. As of now, tracks for this railway have been laid over a length 
of 174 km, and they have reached Linyi, a major town in southern Shandong. 
Laying of the tracks for the entire railway is expected to be completed by 
the end of this year. [Summary] [Beijing XINHUA Domestic Service in Chinese 
1511 GMT 16 Feb 84 Ow] 


NEW NEI-MONGGOL RAILROAD LINE--The Hohhot Railway Bureau, which had taken up 
the construction of the state key project of building the complementary railway 
line between Datong City, Shanxi Province, and Baotou City, Nei Monggol 
Autonomous Region, prefulfilled and overfulfilled its 1983 construction plan. 
The design and work quality of the railway construction were appraised as fine. 
The complementary railway line, which totals 51.63 kilometers in length, was 
put into operation at 1800 on 31 December 1983. [Text] [Hohhot Nei Monggol 
Regional Service in Mandarin 1100 GMT 5 Feb 84 SK] 


SHANXI HIGHWAY CONSTRUCTION--The Shanxi Provincial Government decided to con- 
struct and reconstruct four highways in Datong, Yangquan and Jicheng this year. 
The Ministry of Communications and other relevant departments allocated 

20 million yuan in support to the construction, and the provincial government 
collected over 40 million yuan to invest in the construction. These four highway 
construction and reconstruction projects include a 41.6-kilometer-long multi- 
plelane highway between Beijiazao and Sunqizhuang in Datong, a 35. /-kilometer- 
long highway between Baimaoling and Didu in Yangquan, a 46-kilometer-long 
highway between Jincheng and Zhanglukou, and a 46-kilometer-long multiple-lane 
highway between Jincheng and Dakou. [Summary] [SK170328 Taiyuan SHANXI RIBAO 
in Chinese 19 Jan 84 » 1 SK! 


QINHUANGDAO RAILWAY STATION--The huge Zinhuangdao East Railway Station of the 
Beijing-Qinhuangdao line was completed on 25 September, 20 days ahead of sche- 
dule after 14 months of fast paced construction. It was put into service on 
the 28th. Qinhuangdao East Station is a large-scale rail-harbor marshalling 
yard. There are many structures in the station: two marshalling yards, a 
maintenance section, a railroad car section, a north-south communications line, 
and various communication, signaling and electrical facilities. When in ope- 
ration, the East Station will increase its ability to load coal from Shanxi 
onto ships, which will have an immense impact on the development of foreign 
trade and the growth of economic development in the coastal areas. [Text] 
[Beijing GONGREN RIBAO in Chinese 29 Sep 83 p 1) 
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SHANGHAI OFFSHORE HELICOPTER SERVICE--Shanghai, 16 Feb (XINHUA)--A helicopter 
service company set up this month will offer salvage, transport and other 
services to petroleum operations on the East China Sea and the southerm part 
of the Yellow Sea. The helicopter service company will be operated by the 
Shanghai administration of the Civil Aviation Administration of China (CAAC) 
and the Shanghai Offshore Oil Service Corporation set up last month. The 


new company will go into operation on April 1. [Text] [OW161500 Beijing XINHUA 
in English 1441 GMT 16 Feb 84] 


HAINAN RAILWAY--Guangzhou, 22 Feb (XINHUA)--Full-scale construction of a 
50.8-kilometer-long railway has begun on Hainan Island, in Guangdong Province. 
The 33,000-square kilometer island now has only three railways with about 

170 kilometers of track. The new line has been designated by the State Council 
as a key project in developing the rich resources of the island, the second 
largest in China. When completed in 1985, the Lingtou-Basuo Railway will link 
the ports of Sanya and Basuo and four counties inhabited by the Li and Miao 
minority peoples. Eighteen bridges and 121 culverts will be built along the 
line. [Text] [Beijing XINHUA in English 0834 GMT 22 Feb 84 Ow] 


CSO: 4020/79 
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IDEOLOGICAL, POLITICAL WORK TO SUPPORT OF SOCIALIST ECONOMICS 
Beijing CAIZHENG [FINANCE] in Chinese No 12, 8 Dec 83 pp 1-4 


[Article by Zuo Chuntai [1563 2504 0669] and Qian Duling [6929 1653 7881]: "A 
Review of the Key Concept That ‘Political Work Is the Lifeblood of All Economic 
Work 7 


[Text] Today, 26 December, is Comrade Mao Zedong's 90th birthday. 


Comrade Mao Zedong was a great Marxist and a great proletarian revolutionary, 
Strategist and theorist. In founding and developing our party and the Chinese 
People's Liberation Army, in the triumphal cause of liberating all classes of 
people in China and in founding the People's Republic of China and developing 
our socialist cause, he performed meritorious deeds that can never be obliter- 
ated. It is just as Comrade Deng Xiaoping correctly epitomized: "If it had 
not been for Chairman Mao, at the very least the Chinese people would have been 
fumbling in the darkness for an even longer period of time.” 


The people of the CPC, who consider Comrade Mao Zedong as their major represen- 
tative, tn line with the fundamental tenets of Marxism-Leninism have made a 
theoretical generalization out of the series of original experiences in the 
practices of the long Chinese revolution, and have formed a product that com- 
bines the universal tenets of Marxism-Leninism with the specific practices of 
the Chinese revolution: Mao Zedong Thought. An important aspect of Mao Zedong 
Thought is the exposition of ideological and political work. The Gutian Con- 
gress Resolution drafted by Comrade Mao Zedong in 1929 laid the foundations of 
political work for the Chinese Workers' and Peasants’ Red Army, and enabled the 
Chinese Workers’ and Peasants’ Red Army to be established on a Marxist-Leninist 
foundation. During the Second Revolutionary Civil War, the War of Resistance 
against Japan and the Third Revolutionary Civil War, Comrade Mao Zedong ad- 
vanced and summarized a complete set of theories, principles, policies and 
methods for ideological and political work. Fundamentally speaking, the reason 
our party was able to surmount dangers and difficulties one after another (for 
example, the five struggles to resist encirclement and suppression, the 25,000- 
li Long March, the 8-year War of Resistance against Japan and the more than 3 
years of the War of Liberation) and lead the people to achieve a final nation- 
wide victory was because of the correctness of the party's line, principles and 
policies. It was also due to the party leadership's triumphant revolutionary 
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cause in representing every class of people in the nation. As a result, it 

was able to mobilize and guide the broad masses of people to carry on the vic- 
torious struggle. At the same time, it cannot be denied that undertaking ideo- 
logical and political work to raise the revolutionary consciousness of the 
masses was also an extremely important factor. Ideological and political work 
is our party's cherished tradition. After national liberation, in accordance 
with the fundamental Marxist standpoint that “economics is the base and poli- 
tics is the concentrated expression of economics.” Comrade Mao Zedong made a 
series of expositions about the ideological and political work that took place 
during the period of socialist revolution and construction. He advanced many 
important ideas that had a profound and lasting significance. One of these vas 
that political work is the lifeblood of all economic work and that we must work 
toward an integration of politics and economics and of politics and technology-- 
that we must be both Red and expert. At the party's 2d Plenum of the 12th Cen- 
tral Committee, when the Resolution on Party Consolidation was issued and eli- 
mination of spiritual pollution advocated, reviewing and redoubling intimacy with 
this key concept of Comrade Mao Zedong's was of major practical and guiding sig- 
nificance. 


Ideological and political work cannot be carried out in isolation. It must be 
undertaken in concert with the party's central mission. In the garrison army 
political department report written under his direction in 1944, Comrade Mao 
Zedong pointed out that "the mission of political work can only be formulated 

in accordance with the fundamental mission and the present concrete tasks of our 
army. There cannot be what is called ‘the independent mission of political 
work’ outside of the fundamental mission and present concrete tasks of our army.” 
In today’s new historical period, the party's work emphasis has already shifted 
to socialist modernization and construction. Today's ideological and political 
work must revolve around the implementation of this central task of socialist 
modernization and construction, and it must serve this central task. 


The modernization that we undertake is socialist modernization, and our econo- 
mic construction is sociziist economic construction. Four fundamental prin- 
ciples are the four pillars holding up our socialist modernization and construc- 
tion. They are the basis of our struggle to found a nation and unite all our 
people. We must not waver in any one of them. In our ideological and poli- 
tical work we must first integrate practice and justly, forcefully and in 

minute detail disseminate these four fundamental principles. This ‘s the basic 
political guarantee of overall socialist economic construction. Lenin said 

that the worker's movement can spontaneously produce only an awareness of eco- 
nomism. If we are to enable the working class to acquire an understanding of 
scientific socialism, then we must inculcate it from the outside. During 
China's cooperative transformation of agriculture in the 1950's, Comrade Mao 
Zedong said of cooperatives that "the fundamental task of political work is 
constantly to inculcate socialist ideology and criticize capitalist tendencies 
among the peasantry.” Under a socialist system, the party's line, principles 
and policies and the state's laws, decrees and regulations all inculcate social- 
ist ideology in the people. But this is definitely not to say that one must 
only lay down the correct line, principles and policies, laws, decrees and regu- 
lations, and all problems will be resolved. If we slacken our day-to-day 
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thoroughgoing ideological and political work, even if we have the correct line, 
principles and pelicies, laws, decrees and regulations, they will be difficult 
to implement and enforce. Therefore, we must do as Comrade Mao Zedong has said: 
"We must frequently conduct lively and conscientious political education among 
the masses. We should also frequently give them truthful explanations for the 
difficulties that occur and, together with them, study the methods to resolve 
difficulties."" Only in this way can we continue to enhance the socialist en- 
thusiasm of the masses and 21!10w our construction work to move forward along 
the socialist road. 


Socialism is not abstract. Socialist, public ownership of the means of produc- 
tion is the foundation of our socialist economic system. Socialist, public 
ownership includes two forms: ownership by the whole people and collective 
owneeship by the laboring masses. Due to the fact that our level of development 
in productive forces, generally speaking, is relatively low, and is also uneven, 
we will need many kinds of economic forms existing simultaneously for a long 
time to come. However, socialism's economics of ownership by the whole people 
holds the dominant position. It is completely correct to encourage the suit- 
able development of workers’ individuel economics, within the limits of state 
provisions and under commercial and industrial administration, as a supplement 
that is necessary and beneficial to the publicly owned economy. That kind of 
disregard for the developmental level of productive forces, with undue empha- 
sis on the idea that the higher the degree of public ownership the better, which 
creates a “poor transition,” is incorrect. Likewise incorrect is that kind of 
blurred distinction between the principle of the whole people and that of the 
individual, which denies the leading role of the economics of ownership by the 
whole people and holds that since "everything belongs to the whole people," 
there is no point in dividing the two. The belief that the less ownership 

there is the better it will be--even to the point of saying that the whole peo- 
ple is inferior to the collective and that the collective is inferior to the 
individual--is even more mistaken. In our ideological and political work we 
must educate people in the correct understanding that the state sector of the 
economy, under the ownership of the whole people, is the dominant force within 
the national economy. To strengthen and develop the national economy is to 
guarantee that collective ownership by the laboring masses will move forward in 
a socialist direction, and it also ensures the decisive factor of individual 
economic service on behalf of socialism. If we deny the dominant position of 
the state sector of the economy under the ownership by the whole people, how 

can the state guide the overall national economy, and how can it ensure that 
economic construction moves forward in a socialist direction? 


Planned economics is the basic system of a socialist economy. It is also the 
major symbol of the superiority of the socialist system over the capitalist sys- 
tem. In the past few years, in our restructuring of the economic system, we 
have expanded the limits on the planned management aspects of enterprises, and 
we have paid attention to developing the market's regulative role. This is 
completely correct, and, moreover, it has already achieved obvious results. 
However, our principle is the priority of planned economics, with the market's 
regulative role as a subsidiary--certainly not the opposite. Some comrades 

look at the several defects of planning work that arise from various causes 

(for example, insufficient experience, the faults of "leftist" guiding ideology, 
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the 10-year turmoil and so on) and deny the necessity for a planned economy, 
while playing up the effectiveness and superiority of the market economy. This 
is incorrect and untenable. It may well be asked, since the market economy is 
so effective and superior, why do capitalist societies constantly have cyclical 
economic crises? In reality, the propositions of Keynesian theory admit that 
reliance upon the market's regulative role can achieve neither a balance between 
supply and demand nor full employment. As a result, they advocate a reliance 
upon state intervention, particularly financial intervention, and people thus 
are given incentives to invest and consume so as to alleviate and pull them 
through the economic crisis. This presupposes private ownership, and even 
Keynesian theory cannot save it. Isn't this the way things really are? In 
1955, Comrade Mao Zedong made the following statement: "There have been 900,000 
years of human development, but here in China we are just now able to achieve 
the conditions under which we may develop our own economy and culture according 
to plan. After we achieve these conditions, China's appearance then will begin 
to change year by year." Despite the faults of our guiding ideology in the 

past 30 or more years, it is nevertheless just as Comrade Deng Xiaoping has 
said: "After the founding of our state, our economic construction enjoyed great 
success," and "compared with some other states that are in the midst of great 
development, the successes we have achieved are greater and our speed of con- 
struction is faster." Since the conditions for implementing a planned economy 
were hard-won and we are dependent upon the great successes already achieved, 
and since capitalist development itself has already refuted the so-called 
"superiority of the market economy," what reason can there be for rejecting a 
planned economy? Naturally, due to our low level of productive forces, under 
the conditions of a guiding state economy we must effect the simultaneous exist- 
ence of many economic compositions. Under the conditions of a largely planned 
economy, we must give free play to the subsidiary function of the market's 
regulative role. It is right to enliven economic policy, and we must persist 

in doing so. However, this enlivenment can only take place under the guidance 
of the state plan, just as a bird can only be kept in a cage. This "cage" is 
precisely the state plan. In times past, some people praised "Sun Wukung" 

[1327 1889 4500] [a disciple of the monk Xuan Zhuang [3763 1155] in the novel 
"Pilgrimage to the West"] and reviled the “Incantation of the Golden Hoop" 
[representing inhibition]. In fact if there had been no “Incantation of the Gol- 
den Hoop," then there could have been no assurance that Sun Wukung and the Tang 
monk could have ascended to the western paradise and obtained the Buddhist 
scriptures. In the same way, if there were no cage, there could be no assur- 
ance that the bird would hover in the socialist economic world. It is constant- 
ly necessary to improve planning systems and methods, but at no time can we 
waver in our adherence to planned economics. Our ideological and political 

work must be to educate people to understand correctly the superiority of plan- 
ned economics and to uphold the principle of priority for planned economics and 
subsidiary status for the market's regulative role. Thereby, we will assure 
once and for all, and in a directed fashion, that the national economy has a 
plan for proportional development. This will enable the national economy to 
move forward in the direction of socialism. 


The correct implementation of this principle--priority for planned economics and 
subsidiary status for the market's regulative role--is one of the fundamental 
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problems in restructuring the economic system, Our arrangements for financial 
revenues and expenditures and our restructuring of the financial system both 
must follow this principle. Appropriate dispersal as well as essential concen- 
tration of financial resources and financial authority are necessary. However, 
generally speaking, the principal part of our economic activity is a planned 
economic concentration rather than a dispersed regulative market. Otherwise, 
we would move backward rather than forward. 


The concentration of financial and material resources to guarantee state key 
construction is the major strategic decision made by the Party Central Commit- 
tee. This has extremely great significance as regards attaining the great 
strategic objectives posed by the 12th Party Congress and bringing the superio- 
rity of socialist planned economy into full play. If we are to concentrate, 
then we must oppose diffusion. If we are to have “guarantees,” then we must 
make “sacrifices” for them. ‘We have to give up something in order to do some- 
thing else. This is what is demanded for the overall and long-term interests 
of the whole people. People are relatively more directly concerned with their 
immediate interests and with partial and local interests. In the past few 
years, proceeding from selfish departmental interests or from partial and local 
interests in handling state, enterprise and individual relationships, some peo- 
ple have evaded taxes, retained state revenues, increased without authorization 
the amount of profit for retention, arkitrarily utilized state funds, arbitra- 
rily apportioned state funds, arbitrarily raised prices, indiscriminately 
awarded bonus money and material goods and thus diffused funds. They do not 
believe that this harms the state's interests nor that it is in violation of 
financial and economic discipline. On the contrary, they use the pretext that 
it improves workers' lives and think that they are carrying out a "benevolent 
policy." Comrade Mao Zedong once said that "there are two types of so-called 
"benevolent policy': one kind is in the current interests of the people, and 
the other kind is in the long-term interests of the people,... The former kind 
is the lesser benevolence and the latter kind is the greater benevolence. Both 
types must be considered, and not to consider them is a mistake. Now, where 
should the emphasis be placed? The emphasis should be on the greater benevo- 
lence.... To give consideration to the lesser benevolence and hinder the 
greater benevclence are to impose a deviation on benevolent policy." The de- 
feat of Japanese imperialism during the War of Resistance against Japan was the 
greater berevolent policy. Resisting American aggression and aiding Korea dur- 
ing the War to Resist U.S. Aggression and Aid Korea are the greater benevolent 
policies. Today, undertaking the four modernizations and concentrating finan- 
cial resources to guarantee key construction are also the greater benevolence. 
It is just as Comrade Chen Yun [7115 0061] has said: The centralized concen- 
tration of funds to guarantee key construction is the greater revolution and 
greater construction, and it arises from the interests of the whole. The lesser 
revolutions and lesser construction of local areas also should be undertaken, 
but we must give priority to the greater revolution and greater construction. 
This is precisely the subordination of the part to the whole. On an inspection 
at Nanyang, Henan, Comrade Hu Yaobang saw an antithetical couplet in the Wuhou 
Temple: "Wherever you are and whoever is in power, you must work for the in- 
terest of the natior as a whole", He improvised on this to say "if one has the 
interests of the people and the nation at heart one does not have to consider 
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one's individual or private interest." He said that the motive for unending 
struggle by CPC members is precisely this “interest of the people at heart" and 
this “work for the interest of the nation as a whole." Our ideological and 
political work must be to enable people really to understand wherein their own 
essential interests lie: in correctly handling the relationships among the 
state, the collective and the individual as well as those between overall and 
local interests, lo ig-term and immediate interests, grecter and lesser benevo- 
lent policies and large- and small-scale construction. We must liberate people 
from the narrow and limited circle of parochialism and selfish departmentalism 
and truly create a heart among the people and a beneficial return to the world. 


The principle of distribution in socialist society is distribution according to 
labor. This is something that we must persevere in. However, it is a mistake 
to think that there is no need to carry out ideological and political work in 
order to implement distribution according to labor. Not only are distribution 
according to labor and ideological and political work not mutually exclusive, 
but they complement each other. Encouraging the communist attitude toward labor 
and developing the communist styli« are the substance of ideological and poli- 
tical work and also are something chat cannot be lacking in carrying out dis- 
tribution according to labor. In our society today, the ideological influence 
of the capitalist classes and the other exploiting classes still exists. In 
implementing distribution according to labor, some people use this outdated 
ideology to approach the socialist principle of material gains, and unhealthy 
tendencies such as "pahing for labor based on rewards" and "expecting money for 
everything" appear. Comrade Deng Xiaoping has pointed out that "when we advo- 
cate distribution according to labor and acknowledge material gains, it is for 
material gains for the whole people that we must struggle. Each person ought 
to have his certain material benefits, but this is absolutely not a recommenda- 
tion that each one should throw up the state, the cooperatives and other indi- 
viduals and struggle especially for his own material gain. It under no circum 
stances advocates that each person look for money. If that were the case, what 
difference would there be then between socialism and capitalism? Only by 
strengthening ideological and political work and by constantly enhancing the 
people's communist consciousness, can we correctly implement the principle of 
distribution according to labor. And only in this way can we clarify mistaken 
ideas, such as "expecting money for everything," and arouse the people's social- 
ist enthusiasm for labor. 


The 12th Party Congress of the CPC proposed that by the end of this century, 
assuming continued improvement of economic results, we should strive to enable 
the national zross annual output value of industry and agriculture to quadruple 
its magnificent goal. The people all look forward to the four modernizations 
and yearn for the glorious prospect of the people's livelihood under the 12th 
Party Congress program. However, people are prone to forget that China's popu- 
lation is large and that we have a poor foundation to start with--a backward 
economy and culture. In order to realize this magnificent goal and achieve 
this glorious prospect, we still must undergo a process of difficult pioneering 
work and arduous struggle. Comrade Mao Zedong pointed out in the 1950's that 
the “establishment of a socialist system has opened up a road for us to reach 
an ideal state of being, but the realization or that state still must depend 
upon our hard work." He also put forward the policies of maintaining independence 
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and keeping initiative in our own hands, of reconstruction through self-reli- 
ance, of arduous struggle and of building up the country through thrift and 
hard work. It is a pity that due to interference and destruction from Lin Biao 
and the "Gang of Four," our party's fine tradition of arduous struggle was dim- 
med in many people's eyes. Some of them considered it a thing of the past, and 
some gave lip service to arduous struggle but were unwilling to put it into 
practice. In the new historical period, Comrade Deng Xiaoping proposes that 
China, in undertaking the four modernizations on the foundation of reconstruc- 
tion through self-reliance, "must have a share of the pioneering spirit of ar- 
duous struggle" and make it one of the four prerequisites essential to realizing 
the four modernizations. "We must make everyone understand that our funds are 
hard-won, that the things we produce do not come easily and that any kind of 
waste is a crime." Our intensification of ideological and political work is 
precisely to spread among the whole people, by loudly appealing to the public 
and setting a good example, the spirit of difficult pioneering work and of 
building up the country through thrift and hard work. It is also to do battle, 
in practical work, with all waste and all criminal activity in the economic 
sphere. 


In 1954, when he was Minister of Finance, Comrade Deng Xiaoping pointed out 
that finance work is political work that concerns the whole people, and it is 
one of the most important aspects of the state's political work. If one does 
not understand this point, then one will not understand how to go out and do 
finance work. This has great practical significance for our ideological and 
political work in strengthening the financial front. Our revenue, or "what is 
taken from the people," irvolves thousands upon thousands of households. Our 
expenditures, or ‘what is used for the benefit of the people," also involve 
thousands upon thousands of households. Whether in organizing revenues or in 
arranging expenditures, all reflect the party's line, principles and policies, 
influence every aspect of economic results and concern the development of state 
construction and the improvement of the people's livelihood. In every segment 
of revenue organization and expenditure arrangement we must do a great deal of 
lively and conscientious ideological and political work. This is to enable the 
people to understand how extensive our state's resources are and what their 
favorable and difficult aspects are. With respect to revenues, they should 
understand why collection must be increased in some areas, decreased in other 
areas and exempted or even subsidized in still other areas. With respect to 
expenditures, they should understand why some must be used earlier, in greater 
amounts or on an urgent basis, and why some must be used later, in lesser 
amounts or in an unhurried fashion, and why some must even be cut back. All 
day long the vast number of cadres in our financial front come into contact with 
thousands upon thousands of households. There are many contradictions and the 
work is busy and laborious. When one is busy, one absolutely must not neglect 
politics nor overlook study in doing ideological and political work. It is just 
as Courade Chen Yun vividly demanded: "We must climb to the rooftops and not 
always stay in the basement." lf we want to strengthen the political view- 
point, the production viewpoint and the mass viewpoint, then we must stand a 
little higher and see a little farther. During the commemoration of Comrade 
Mao Zedong's 90th birthday, reviewing the key concept that "political work is 
the 1ifeblood of all economic work" and strengthening ideological and political 
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work in the economic sphere are important assurances of our opening a new 
phase in financial work, and they are also major components in this new phase. 


After the 3d Plenum of the 11th Central Committee determined the shift in em 
phasis of party work, Comrade Deng Xiaoping advocated adherence to four funda- 
mental principles and later also advocated four political guarantees. The 
12th Party Congress of the CPC proposed that at the same time as we are estab- 
lishing a high degree of material culture, we must work hard to establish a 
high degree of socialist spiritual culture. The two types of cultural construc- 
tion are mutually interdependent, have mutual objectives and help each other 
forward. This is one of the major distinguishing socialist aspects in China's 
construction. It is the inheritence and development of Mao Zedong Thought. It 
is also the inheritence and development of Comrade Mao Zedong's key concept 
that “political work is the lifeblood of all economic work." Under the guid- 
ance of Marxism-Leninism, Mao Zedong Thought and the central leadership of the 
party, with adherence to political and economic integration and to political 
work as the lifeblood of all economic work, a modernized, highly civilized, 


highly democratic socialist China will certainly stand towering like a giant 
in the East. 
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HONG KONG ECONOMIC 


CONCERN OVER 1997 RESULT IN MARKET DROP NOTED 


HK2 804 30 Hong Kong SOUTH CHINA MORNING POST in English 28 Feb 84 BUSINESS NEW: 
pl 


[Report by Jerry Norton] 


{ [Excerpt ] The concern over 1997 that haunted the stock market last year 
emerged as a significant factor again yesterday, pushing the Hang Seng index 
down 25.91 points to 1,022.85, its lowest level in more than a month. 


Since year-end the market has tended to shrug off the fear that 1997, not to 
mention the years leading up to it, would seriously threaten Hong Kong capitalism. 


Rehind that sense of security were China's consistent reassurances and the 
impression that, if the talks were not necessarily making great breakthroughis, 
neither were they encountering disastrous problems. 


But Friday's call for a Legislative Council debate on 1997, and more especially 
the hostile reaction of the leftwing press to the suggestion, raised questions 
in the minds of local punters as to whether things were going as smoothly as 
they had assumed. 


There was also the fear that the debate call itself might upset the process. 


The effect was to put many locals on the selling side, and to keep others out 
of the market, most brokers and analysts said. 


And adding to the bearish trend was continuing nervousness ahead of tomorrow's 
budget announcement, with many worried it will bring higher corporate or 
individual taxes, although some budget observers doubt either will come, or that 
any drastic rises would be involved. 


CSO: 4020/78 
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HONG KONG ECONOMIC TRENDS 


EVER BRIGHT CHAIRMAN DISCUSSES COMPANY FINANCES 


HK250301 Hong Kong SOUTH CHINA MORNING POST in English 24 Feb 84 BUSINESS NEWS 
pl 


[Text] Ever Bright Industrial Co has borrowed money from banks to finance its 
diversified projects, said its chairman, Mr Wang Guangying. 


He declined to disclose the company's total capital but said it makes use of 
bank loans in the same way as other local firms. 


He added that both the Bank of China group and foreign banks are willing to 
extend loans to Ever Bright. 


At a press briefing yesterday, Mr Wang answered a reporter who said: "A lot of 
people wanted to lend money to George Tan of Carrian, too." 


He said: "I can tell you, Ever Bright will never be the Carrian group." 


Meanwhile, Ever Bright has paid out only $47 million, or about five percent, of 
the $1 billion price for eight blocks of the City Garden residential project. 


He said another $47 million will be paid upon the completion of the foundation 
work for the project lazer this year. 


He declined to disclose the planned use of the [words indistinct] flats. 


Im addition, he said Ever Bright is studying the feasibility of developing a pro- 
posed 13,300-acre “Ever Bright Zone" in China's Zhuhai special economic zone. 


He said the project would involve the reclamation of land from the sea and would 
have agricuitural, industrial and commercial uses. 


The project, costing an estimated 260 million yuan (about HK$1.04 billion), would 


take about 10 years to complete. He said five foreign firms have expressed 
interest in financing, designing and constructing the project. 


Mr Wang said Ever Bright is still negotiating with Macao authorities to take over 
the construction of planned Macau resort complwx at Hak Sa Beach on Coloane Island 


He said the company is seeking a preferential rate for electricity supply to the 
resort before it makes any commitment. 
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